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Introduction 
�7�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���R�S�H�U�D�W�H�V���L�Q���D���F�R�P�S�O�H�[���V�\�V�W�H�P���Z�L�W�K���P�D�Q�\���F�R�P�S�R�Q�H�Q�W�V�����$�V�V�H�W��
�P�D�Q�D�J�H�P�H�Q�W���F�R�P�S�D�Q�L�H�V���K�D�Y�H���W�Z�R���P�D�M�R�U���S�U�R�G�X�F�W���F�D�W�H�J�R�U�L�H�V�² �S�X�E�O�L�F���I�X�Q�G�V���D�Q�G���S�U�L�Y�D�W�H���I�X�Q�G�V����
�$�G�G�L�W�L�R�Q�D�O�O�\�����D���Q�X�P�E�H�U���R�I���L�Q�W�H�U�P�H�G�L�D�U�L�H�V�����V�X�F�K���D�V���L�Q�Y�H�V�W�P�H�Q�W���D�G�Y�L�V�H�U�V���D�Q�G���F�X�V�W�R�G�L�D�Q�V�����S�U�R�Y�L�G�H��
�G�L�V�W�U�L�E�X�W�L�R�Q���F�K�D�Q�Q�H�O�V�����V�D�I�H�J�X�D�U�G�V�����D�Q�G���R�W�K�H�U���H�V�V�H�Q�W�L�D�O���V�H�U�Y�L�F�H�V���W�R���L�Q�Y�H�V�W�R�U�V���D�Q�G���L�V�V�X�H�U�V�����1�H�D�U�O�\��
�K�D�O�I�����R�U�����������������R�I���D�O�O���8���6�����K�R�X�V�H�K�R�O�G�V���R�Z�Q���V�R�P�H���I�R�U�P���R�I���S�X�E�O�L�F���I�X�Q�G�V��1���:�K�H�Q���R�S�H�U�D�W�L�Q�J���D�V��
�H�[�S�H�F�W�H�G�����W�K�H���L�Q�G�X�V�W�U�\���I�X�Q�F�W�L�R�Q�V���W�R���S�R�R�O���D�V�V�H�W�V�����V�K�D�U�H���U�L�V�N�V�����D�O�O�R�F�D�W�H���U�H�V�R�X�U�F�H�V�����S�U�R�G�X�F�H��
�L�Q�I�R�U�P�D�W�L�R�Q�����D�Q�G���S�U�R�W�H�F�W���L�Q�Y�H�V�W�R�U�V�� 

�$�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���F�R�P�S�D�Q�L�H�V�² �D�O�V�R���U�H�I�H�U�U�H�G���W�R���D�V���L�Q�Y�H�V�W�P�H�Q�W���P�D�Q�D�J�H�P�H�Q�W���F�R�P�S�D�Q�L�H�V�����P�R�Q�H�\��
�P�D�Q�D�J�H�U�V�����I�X�Q�G�V�����R�U���L�Q�Y�H�V�W�P�H�Q�W���I�X�Q�G�V�² �D�U�H���F�R�O�O�H�F�W�L�Y�H���L�Q�Y�H�V�W�P�H�Q�W���Y�H�K�L�F�O�H�V���W�K�D�W���S�R�R�O���P�R�Q�H�\���I�U�R�P��
�Y�D�U�L�R�X�V���L�Q�G�L�Y�L�G�X�D�O���R�U���L�Q�V�W�L�W�X�W�L�R�Q�D�O���L�Q�Y�H�V�W�R�U���F�O�L�H�Q�W�V���D�Q�G���L�Q�Y�H�V�W���R�Q���W�K�H�L�U���E�H�K�D�O�I���I�R�U���I�L�Q�D�Q�F�L�D�O���U�H�W�X�U�Q�V��2��
�7�K�H���6�H�F�X�U�L�W�L�H�V���D�Q�G���(�[�F�K�D�Q�J�H���&�R�P�P�L�V�V�L�R�Q�����6�(�&�����L�V���W�K�H���S�U�L�P�D�U�\���U�H�J�X�O�D�W�R�U���R�I���W�K�H���D�V�V�H�W��
�P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\�����7�K�H���P�D�L�Q���V�W�D�W�X�W�H�V���W�K�D�W���J�R�Y�H�U�Q���W�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���D�W���W�K�H���I�H�G�H�U�D�O��
�O�H�Y�H�O���L�Q�F�O�X�G�H���W�K�H���,�Q�Y�H�V�W�P�H�Q�W���&�R�P�S�D�Q�\���$�F�W���R�I���������������3���/�����������������������W�K�H���,�Q�Y�H�V�W�P�H�Q�W���$�G�Y�L�V�H�U�V���$�F�W���R�I��
�������������3���/�����������������������W�K�H���6�H�F�X�U�L�W�L�H�V���$�F�W���R�I���������������3���/���������������������D�Q�G���W�K�H���6�H�F�X�U�L�W�L�H�V���(�[�F�K�D�Q�J�H���$�F�W���R�I��
�������������3���/�������������������� 

�3�X�E�O�L�F���D�Q�G���S�U�L�Y�D�W�H���I�X�Q�G�V���D�U�H���G�L�V�W�L�Q�J�X�L�V�K�H�G���E�\���W�K�H���W�\�S�H�V���R�I���L�Q�Y�H�V�W�R�U�V���Z�K�R���F�D�Q���D�F�F�H�V�V���W�K�H�P���D�Q�G���E�\��
�W�K�H���U�H�J�X�O�D�W�L�R�Q���D�S�S�O�L�H�G���W�R���W�K�H�P�����3�X�E�O�L�F���I�X�Q�G�V�����V�X�F�K���D�V���P�X�W�X�D�O���I�X�Q�G�V�����H�[�F�K�D�Q�J�H���W�U�D�G�H�G���I�X�Q�G�V��
���(�7�)�V�������F�O�R�V�H�G���H�Q�G���I�X�Q�G�V�����D�Q�G���X�Q�L�W���L�Q�Y�H�V�W�P�H�Q�W���W�U�X�V�W�V�����8�,�7�V�������D�U�H���E�U�R�D�G�O�\���D�F�F�H�V�V�L�E�O�H���W�R���L�Q�Y�H�V�W�R�U�V���R�I��
�D�O�O���W�\�S�H�V��3���3�U�L�Y�D�W�H���I�X�Q�G�V���D�U�H���O�L�P�L�W�H�G���W�R���P�R�U�H���V�R�S�K�L�V�W�L�F�D�W�H�G���L�Q�V�W�L�W�X�W�L�R�Q�D�O���D�Q�G���U�H�W�D�L�O�����L�Q�G�L�Y�L�G�X�D�O����
�L�Q�Y�H�V�W�R�U�V�����W�K�X�V���W�K�H���Q�D�P�H���S�U�L�Y�D�W�H���I�X�Q�G��4���7�K�H���P�D�L�Q���W�\�S�H�V���R�I���S�U�L�Y�D�W�H���I�X�Q�G�V���D�U�H���K�H�G�J�H���I�X�Q�G�V�����Y�H�Q�W�X�U�H��
�F�D�S�L�W�D�O���I�X�Q�G�V�����D�Q�G���S�U�L�Y�D�W�H���H�T�X�L�W�\��5�� 

�7�K�H���I�L�U�V�W���S�D�U�W���R�I���W�K�L�V���U�H�S�R�U�W���S�U�R�Y�L�G�H�V���D�Q���R�Y�H�U�Y�L�H�Z���R�I���W�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���D�Q�G���L�W�V��
�U�H�J�X�O�D�W�L�R�Q�����$�O�W�K�R�X�J�K���W�K�H�U�H���L�V���Q�R���V�L�Q�J�O�H���G�H�I�L�Q�L�W�L�R�Q���I�R�U���W�K�H���L�Q�G�X�V�W�U�\�����W�K�H���U�H�S�R�U�W���J�H�Q�H�U�D�O�O�\���F�R�Y�H�U�V��
�S�X�E�O�L�F���D�Q�G���S�U�L�Y�D�W�H���L�Q�Y�H�V�W�P�H�Q�W���I�X�Q�G�V���D�Q�G���W�K�H���L�Q�G�X�V�W�U�\���F�R�P�S�R�Q�H�Q�W�V���W�K�D�W���V�H�U�Y�H���W�K�R�V�H���I�X�Q�G�V��6���7�K�H��
�U�H�S�R�U�W���D�O�V�R���L�O�O�X�V�W�U�D�W�H�V���V�R�P�H���R�I���W�K�H���L�Q�G�X�V�W�U�\�¶�V���N�H�\���U�L�V�N���H�[�S�R�V�X�U�H�V���D�Q�G���W�K�H���U�H�J�X�O�D�W�L�R�Q�V���G�H�V�L�J�Q�H�G���W�R��
�G�L�V�F�O�R�V�H�����P�R�Q�L�W�R�U�����D�Q�G���P�L�W�L�J�D�W�H���W�K�H�P���� 

�7�K�H���V�H�F�R�Q�G���S�D�U�W���R�I���W�K�L�V���U�H�S�R�U�W���F�R�Q�V�L�G�H�U�V���F�X�U�U�H�Q�W���W�U�H�Q�G�V���D�Q�G���S�R�O�L�F�\���L�V�V�X�H�V�����L�Q�F�O�X�G�L�Q�J�����������Z�K�H�W�K�H�U��
�W�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���D�I�I�H�F�W�V���W�K�H���I�L�Q�D�Q�F�L�D�O���V�W�D�E�L�O�L�W�\���R�I���W�K�H���8�Q�L�W�H�G���6�W�D�W�H�V�������������Z�K�H�W�K�H�U��

                                                 
1 See Public Funds section of this report for more details on public funds. For household holdings of public funds, see 

Investment Company Institute, 2019 Investment Company Fact Book, at https://www.ici.org/pdf/2019_factbook.pdf.  

2 �:�K�L�O�H���D�Q���L�Q�Y�H�V�W�P�H�Q�W���F�R�P�S�D�Q�\���F�R�X�O�G���P�D�Q�D�J�H���P�X�O�W�L�S�O�H���I�X�Q�G�V�����L�Q���F�R�P�P�R�Q���X�V�D�J�H�����W�K�H���Z�R�U�G���³fund�´���L�V���D�O�V�R���X�V�H�G��
interchangeably to describe an investment management company. For this report, unless noted otherwise, funds are also 

referred to as investment companies. Per 15 U.S.C. §80a-3(a)(1), the legal definition of investment company is any 

issuer �³which�² (A) is or holds itself out as being engaged primarily, or proposes to engage primarily, in the business of 

investing, reinvesting, or trading in securities; (B) is engaged or proposes to engage in the business of issuing face-

amount certificates of the installment type, or has been engaged in such business and has any such certificate 

outstanding; or (C) is engaged or proposes to engage in the business of investing, reinvesting, owning, holding, or 

trading in securities, and owns or proposes to acquire investment securities having a value exceeding 40 per centum of 

the val�X�H���R�I���V�X�F�K���L�V�V�X�H�U�¶�V���W�R�W�D�O���D�V�V�H�W�V�����H�[�F�O�X�V�L�Y�H���R�I���*�R�Y�H�U�Q�P�H�Q�W���V�H�F�X�U�L�W�L�H�V���D�Q�G���F�D�V�K���L�W�H�P�V�����R�Q���D�Q���X�Q�F�R�Q�V�R�O�L�G�D�W�H�G���E�D�V�L�V���´�� 
3 See Public Funds section of this report for more details.  

4 These institutional and retail investors are more sophisticated and higher net worth clients who are perceived as better 

positioned to understand and tolerate risks. 

5 See Private Funds section of this report for more details.  

6 Pension funds and insurance companies also manage assets; however, because they serve different functions and are 

not regulated by the Securities and Exchange Commission (SEC), they are beyond the scope of this report. 
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�U�H�J�X�O�D�W�L�R�Q���R�I���W�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���S�U�R�Y�L�G�H�V���V�X�I�I�L�F�L�H�Q�W���S�U�R�W�H�F�W�L�R�Q���I�R�U���W�K�H���U�H�W�D�L�O���L�Q�Y�H�V�W�R�U�V��
�Z�K�R���L�Q�Y�H�V�W���P�R�Q�H�\���L�Q���W�K�H���L�Q�G�X�V�W�U�\�����D�Q�G�����������W�K�H���L�P�S�D�F�W���R�I���I�L�Q�D�Q�F�L�D�O���W�H�F�K�Q�R�O�R�J�\�����R�U���³�I�L�Q�W�H�F�K���´���R�Q���W�K�H��
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Table 1. Top 10  U.S. Asset Managers , Ranked by Assets Under Management  
(as of December 31, 2017) 

Rank Asset Manager  
Assets Under Management   

($ Trillions)  

1 BlackRock 6.3 

2 Vanguard Group 4.9 

3 State Street Global 2.8 

4 Fidelity Investments 2.4 

5 J.P. Morgan Chase 2.0 

6 Bank of New York Mellon 1.9 

7 Capital Group 1.8 

8 Goldman Sachs Group 1.5 

9 Prudential Financial 1.4 

10 Northern Trust Asset Management 1.2 

Top 10 Total   26.2 

Source:  CRS based on data from Willis Towers Watson/Thinking Ahead Institute 500 and Pensions & 
Investments. 

�7�K�H���L�Q�G�X�V�W�U�\�¶�V���D�V�V�H�W�V���D�U�H���P�H�D�V�X�U�H�G���E�\���D�V�V�H�W�V���X�Q�G�H�U���P�D�Q�D�J�H�P�H�Q�W�����$�8�0�����D�Q�G���Q�H�W���D�V�V�H�W�V�����$�8�0���R�U��
�J�U�R�V�V���D�V�V�H�W�V���U�H�I�H�U���W�R���W�K�H���V�X�P���R�I���D�V�V�H�W�V���R�Y�H�U�V�H�H�Q���E�\���W�K�H���D�V�V�H�W���P�D�Q�D�J�H�U�����1�H�W���D�V�V�H�W�V���U�H�I�H�U���W�R���W�K�H���Y�D�O�X�H��
�R�I���D�V�V�H�W�V���P�L�Q�X�V���O�L�D�E�L�O�L�W�L�H�V�����8���6�����U�H�J�L�V�W�H�U�H�G���L�Q�Y�H�V�W�P�H�Q�W���F�R�P�S�D�Q�L�H�V���R�U���³�S�X�E�O�L�F���I�X�Q�G�V�´���K�H�O�G��������������
�W�U�L�O�O�L�R�Q���L�Q���W�R�W�D�O���Q�H�W���D�V�V�H�W�V���D�V���R�I������������8���3�U�L�Y�D�W�H���I�X�Q�G�V�����Z�K�L�F�K���D�U�H���Q�R�W���D�F�F�H�V�V�L�E�O�H���E�\���W�\�S�L�F�D�O��
�K�R�X�V�H�K�R�O�G�V�����K�H�O�G�������������W�U�L�O�O�L�R�Q���L�Q���W�R�W�D�O���Q�H�W���D�V�V�H�W�V���D�Q�G���������������W�U�L�O�O�L�R�Q���L�Q���$�8�0���D�V���R�I���'�H�F�H�P�E�H�U������������9��

                                                 
7 CRS calculated this approximation by multiplying the 53.2% of assets under U.S. management (page 11) with the 

$93.8 trillion (page 4) of total discretionary assets under management of the 500 managers included in the report. The 

$50 trillion assets under management does not include assets of smaller funds that are outside of the top 500 list. Willis 

Towers Watson, �7�K�H���:�R�U�O�G�¶�V���/�D�U�J�H�V�W�����������$�V�V�Ht Managers, at https://www.thinkingaheadinstitute.org/-/media/Pdf/TAI/

Research-Ideas/TAI_PI_500_2018_formatted.pdf.  

8 Net assets equal total assets minus total liabilities, and is different than assets under management. For more data, see 

Investment Company Institute, �³�$���5�H�Y�L�H�Z���R�I���7�U�H�Q�G�V���D�Q�G���$�F�W�L�Y�L�W�L�H�V���L�Q���W�K�H���,�Q�Y�H�V�W�P�H�Q�W���&�R�P�S�D�Q�\���,�Q�G�X�V�W�U�\���´��2019 
Investment Company Fact Book, at https://www.ici.org/pdf/2019_factbook.pdf. 

9 SEC, Private Funds Statistics, November 13, 2018, at https://www.sec.gov/divisions/investment/private-funds-
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�,�Q���D�G�G�L�W�L�R�Q�����R�W�K�H�U���P�D�U�N�H�W���L�Q�W�H�U�P�H�G�L�D�U�L�H�V�����V�X�F�K���D�V���E�U�R�N�H�U���G�H�D�O�H�U�V�����K�H�O�G���D�U�R�X�Q�G�������������W�U�L�O�O�L�R�Q���$�8�0���D�V��
�R�I���V�H�F�R�Q�G���T�X�D�U�W�H�U������������10�� 

Types of Asset Management Companies 
�0�D�Q�\���W�\�S�H�V���R�I���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���F�R�P�S�D�Q�L�H�V���H�[�L�V�W�����)�X�U�W�K�H�U�����W�K�H���G�L�I�I�H�U�H�Q�W���W�\�S�H�V���R�I���D�V�V�H�W��
�P�D�Q�D�J�H�P�H�Q�W���F�R�P�S�D�Q�L�H�V���D�U�H���V�X�E�M�H�F�W���W�R���G�L�I�I�H�U�H�Q�W���U�H�J�X�O�D�W�R�U�\���U�H�T�X�L�U�H�P�H�Q�W�V�����7�K�L�V���V�H�F�W�L�R�Q���K�L�J�K�O�L�J�K�W�V��
�P�D�M�R�U���W�\�S�H�V���R�I���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���F�R�P�S�D�Q�L�H�V�����L�Q�F�O�X�G�L�Q�J���S�X�E�O�L�F���I�X�Q�G�V�����S�U�L�Y�D�W�H���I�X�Q�G�V�����D�Q�G���R�W�K�H�U��
�I�R�U�P�V���R�I���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���� 

Public Funds 

�3�X�E�O�L�F���I�X�Q�G�V���D�U�H���S�R�R�O�H�G���L�Q�Y�H�V�W�P�H�Q�W���Y�H�K�L�F�O�H�V���W�K�D�W���J�D�W�K�H�U���P�R�Q�H�\���I�U�R�P���D���Z�L�G�H���Y�D�U�L�H�W�\���R�I���L�Q�Y�H�V�W�R�U�V��
�D�Q�G���L�Q�Y�H�V�W���W�K�H���P�R�Q�H�\���L�Q���V�W�R�F�N�V�����E�R�Q�G�V�����D�Q�G���R�W�K�H�U���V�H�F�X�U�L�W�L�H�V�����7�K�H�\���D�U�H���6�(�&���U�H�J�L�V�W�H�U�H�G���L�Q�Y�H�V�W�P�H�Q�W��
�F�R�P�S�D�Q�L�H�V���W�K�D�W���D�U�H���R�S�H�Q���W�R���D�O�O���L�Q�V�W�L�W�X�W�L�R�Q�D�O���D�Q�G���U�H�W�D�L�O���L�Q�Y�H�V�W�R�U�V���L�Q���W�K�H���S�X�E�O�L�F�����W�K�X�V���W�K�H���Q�D�P�H���S�X�E�O�L�F��
�I�X�Q�G�V�����$�V�V�H�W���K�R�O�G�L�Q�J�V���R�I���S�X�E�O�L�F���I�X�Q�G�V���H�[�S�H�U�L�H�Q�F�H�G���V�L�J�Q�L�I�L�F�D�Q�W���J�U�R�Z�W�K���L�Q���W�K�H���S�D�V�W���W�Z�R���G�H�F�D�G�H�V��
���)�L�J�X�U�H�����������$�W���\�H�D�U���H�Q�G���������������S�X�E�O�L�F���I�X�Q�G�V���P�D�Q�D�J�H�G���P�R�U�H���W�K�D�Q���������������W�U�L�O�O�L�R�Q���L�Q���D�V�V�H�W�V�����O�D�U�J�H�O�\���R�Q��
�E�H�K�D�O�I���R�I���P�R�U�H���W�K�D�Q�����������P�L�O�O�L�R�Q���8���6�����U�H�W�D�L�O���L�Q�Y�H�V�W�R�U�V��11�� 

Figure 1. Selected Public Funds Net Asset Value  
($ Trillions, Not Inflation Adjusted) 

 
Source:  CRS based on data from Investment Company Institute and Strategic Insight Simfund. 

Notes:  Mutual fund data exclude mutual funds that invest primarily in other mutual funds. Closed-end fund data 
include preferred share classes. ETF data include ETFs not registered under the Investment Company Act of 
1940 and exclude ETFs that primarily invest in other ETFs. Data are for investment companies that report 
statistical information to the Investment Company Institute.  

                                                 
statistics/private-funds-statistics-2018-q1.pdf.  

10 Board of Governors of the Federal Reserve, Financial Stability Report, November 2018, at 

https://www.federalreserve.gov/publications/files/financial-stability-report-201811.pdf.  

11 Investment Company Institute, 2019 Investment Company Fact Book, at https://www.ici.org/pdf/2019_factbook.pdf. 
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12 SEC, Office of Investor Education and Advocacy, Mutual Funds and ETFs: A Guide for Investors, SEC Pub. 182, 

December 2016, at https://www.sec.gov/investor/pubs/sec-guide-to-mutual-funds.pdf.  

13 �1�H�W���D�V�V�H�W���Y�D�O�X�H���L�V���W�K�H���I�X�Q�G�¶�V���Q�H�W���D�V�V�H�W�V���P�L�Q�X�V���Q�H�W���O�L�D�E�L�O�L�W�L�H�V�����)�R�U���P�R�U�H���G�H�W�D�L�O�V���R�Q���P�X�W�X�D�O���I�X�Q�G�V�����V�H�H���6�(�&�����)�D�V�W��
�$�Q�V�Z�H�U�V�����³Mutual Funds���´���D�W���K�W�W�S�V�������Z�Z�Z���V�H�F���J�R�Y��fast-answers/answersmutfundhtm.html. 

14 Primary market refers to the market where securities are created. Secondary market refers to the market where 

existing securities are bought and sold. 

15 SEC, �³�)�D�V�W���$�Q�V�Z�H�U�V����Closed-End Fund Information���´���D�W���K�W�W�S�V�������Z�Z�Z���V�H�F���J�R�Y��fast-answers/answersmfclosehtm.html. 

16 For more information, see CRS Report R45318, Exchange-Traded Funds (ETFs): Issues for Congress, by Eva Su, 

�D�Q�G���6�(�&�����³�)�D�V�W���$�Qswers: Exchange-Traded Funds (ETFs)���´���D�W��https://www.sec.gov/fast-answers/answersetfhtm.html. 

17 The vast majority of ETFs are organized as open-end funds, but some of the earliest ETFs were organized as UITs. 

Although small in numbers, these UITs represent a significant amount of assets. For example, as of year-end 2017, the 

eight existing UIT ETFs held total assets of $379 billion, representing 11% of the ETF industry. SEC proposed rule, 

�³Exchange-Traded Funds���´���-�X�Q�H�����������������������D�W��https://www.sec.gov/rules/proposed/2018/33-10515.pdf. 

18 �)�R�U���P�R�U�H���L�Q�I�R�U�P�D�W�L�R�Q�����V�H�H���6�(�&�����³�)�D�V�W���$�Q�V�Z�H�U�V����Unit Investment Trusts (UITs)���´���D�W��https://www.sec.gov/fast-

answers/answersuithtm.html.  
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Private Funds 

�3�U�L�Y�D�W�H���I�X�Q�G�V�����L�Q���F�R�Q�W�U�D�V�W�����D�U�H���L�Q�Y�H�V�W�P�H�Q�W���F�R�P�S�D�Q�L�H�V���W�K�D�W���R�S�H�U�D�W�H���W�K�U�R�X�J�K���H�[�H�P�S�W�L�R�Q�V���I�U�R�P���F�H�U�W�D�L�Q��
�6�(�&���U�H�J�X�O�D�W�L�R�Q��19���3�U�L�Y�D�W�H���I�X�Q�G�V���D�U�H���D�O�V�R���F�D�O�O�H�G���D�O�W�H�U�Q�D�W�L�Y�H���L�Q�Y�H�V�W�P�H�Q�W�V�����5�H�O�D�W�L�Y�H���W�R���S�X�E�O�L�F���I�X�Q�G�V����
�S�U�L�Y�D�W�H���I�X�Q�G�V���W�H�Q�G���W�R���W�D�N�H���R�Q���K�L�J�K�H�U���U�L�V�N�����D�Q�G���W�K�H�\���D�U�H���V�X�E�M�H�F�W���W�R���P�R�U�H���L�Q�Y�H�V�W�R�U���D�F�F�H�V�V���U�H�V�W�U�L�F�W�L�R�Q�V����
�3�U�L�Y�D�W�H���I�X�Q�G�V���D�U�H���D�Y�D�L�O�D�E�O�H���W�R���R�Q�O�\���D���O�L�P�L�W�H�G���Q�X�P�E�H�U���R�I���T�X�D�O�L�I�L�H�G���L�Q�Y�H�V�W�R�U�V�����W�K�X�V���W�K�H���Q�D�P�H���S�U�L�Y�D�W�H��
�I�X�Q�G�V��20�� 

�$�V���R�I���'�H�F�H�P�E�H�U���������������S�U�L�Y�D�W�H���I�X�Q�G�V���K�H�O�G�������������W�U�L�O�O�L�R�Q���L�Q���W�R�W�D�O���Q�H�W���D�V�V�H�W�V���D�Q�G���������������W�U�L�O�O�L�R�Q���L�Q���J�U�R�V�V��
�D�V�V�H�W�V���X�Q�G�H�U���P�D�Q�D�J�H�P�H�Q�W�����)�L�J�X�U�H��������21���)�U�R�P���W�K�H���6�(�&�¶�V���I�L�U�V�W���D�Y�D�L�O�D�E�O�H���S�U�L�Y�D�W�H���I�X�Q�G�V���V�W�D�W�L�V�W�L�F�V���L�Q��
�W�K�H���I�L�U�V�W���T�X�D�U�W�H�U���R�I�������������W�R���W�K�H���I�R�X�U�W�K���T�X�D�U�W�H�U���R�I���������������W�K�H���S�U�L�Y�D�W�H���I�X�Q�G���L�Q�G�X�V�W�U�\���J�U�H�Z���P�R�U�H���W�K�D�Q��
������ �����S�U�L�P�D�U�L�O�\���O�H�G���E�\���L�Q�F�U�H�D�V�H�V���L�Q���S�U�L�Y�D�W�H���H�T�X�L�W�\���D�Q�G���K�H�G�J�H���I�X�Q�G�V��22���7�K�H���U�X�O�H�V���J�R�Y�H�U�Q�L�Q�J���W�K�H��
�I�X�Q�G�V���Z�H�U�H���H�V�W�D�E�O�L�V�K�H�G���D�V���S�D�U�W���R�I���W�K�H���,�Q�Y�H�V�W�P�H�Q�W���&�R�P�S�D�Q�\���$�F�W���L�Q���W�K�H�����������V�����E�X�W���V�R�P�H���D�U�J�X�H���W�K�H��
�G�U�D�I�W�H�U�V���Q�H�Y�H�U���I�R�U�H�V�D�Z���W�K�H���U�L�V�H���R�I���S�U�L�Y�D�W�H���I�X�Q�G�V���D�W���V�X�F�K���D���V�F�D�O�H��23���7�K�H���F�X�U�U�H�Q�W���S�U�L�Y�D�W�H���I�X�Q�G��
�O�D�Q�G�V�F�D�S�H���W�K�X�V���U�D�L�V�H�V���T�X�H�V�W�L�R�Q�V���U�H�J�D�U�G�L�Q�J���L�I���R�U���K�R�Z���W�K�H���U�H�J�X�O�D�W�L�R�Q�V���R�X�J�K�W���W�R���E�H���X�S�G�D�W�H�G���� 

                                                 
19 §���������D�������������R�I���W�K�H���$�G�Y�L�V�H�U�V���$�F�W���G�H�I�L�Q�H�V���D���S�U�L�Y�D�W�H���I�X�Q�G���D�V���³�D�Q���L�V�V�X�H�U���W�K�D�W���Z�R�X�O�G���E�H���D�Q���L�Q�Y�H�V�W�P�H�Q�W���F�R�P�S�D�Q�\�����D�V��
defined in section 3 of the Investment Company Act of 1940 (15 U.S.C. 80a�±3), but for section 3(c)(1) or 3(c)(7) of 

�W�K�D�W���$�F�W���´�� 

20 A private fund is any issuer whose outstanding securities are beneficially owned by not more than 100 persons, or, in 

the case of a qualifying venture capital fund, 250 persons, and which is not making and does not presently propose to 

make a public offering of its securities, among other conditions. 

21 �6�(�&�����'�L�Y�L�V�L�R�Q���R�I���,�Q�Y�H�V�W�P�H�Q�W���0�D�Q�D�J�H�P�H�Q�W�¶�V���$�Q�D�O�\�W�L�F�V���2�I�I�L�F�H����Private Funds Statistics, Fourth Calendar Quarter 

2018, July 23, 2019, at https://www.sec.gov/divisions/investment/private-funds-statistics/private-funds-statistics-2018-

q4.pdf.  

22 Private funds grew 69% or 63%, as measured by percentage increases in gross asset value and net asset value, for 

periods between first quarter 2013 (the inception of the private fund statistics) and fourth quarter of 2018. For more 

details, see �6�(�&�����'�L�Y�L�V�L�R�Q���R�I���,�Q�Y�H�V�W�P�H�Q�W���0�D�Q�D�J�H�P�H�Q�W�¶�V���$�Q�D�O�\�W�L�F�V���2�I�I�L�F�H����Private Funds Statistics, Fourth Calendar 

Quarter 2018, July 23, 2019, at https://www.sec.gov/divisions/investment/private-funds-statistics/private-funds-

statistics-2018-q4.pdf; and SEC, Division of Inves�W�P�H�Q�W���0�D�Q�D�J�H�P�H�Q�W�¶�V���$�Q�D�O�\�W�L�F�V���2�I�I�L�F�H����Private Funds Statistics, 
Fourth Calendar Quarter 2014, December 30, 2015 p. 5, at https://www.sec.gov/divisions/investment/private-funds-

statistics/private-funds-statistics-2014-q4.pdf. 

23 Allen Ferrell and John D. Morley, New Special Study of the Securities Markets: Institutional Intermediaries, Yale 

Law & Economics Research Paper no. 580, July 19, 2017, at https://ssrn.com/abstract=3005542. 
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Figure 2. Selected Private Funds Net Asset Value  
($ Billions) 

 
Source:  CRS based on data from SEC, Private Funds Statistics, July 23, 2019.  

Note:  As reported in SEC Form PF, Question 9. The fund types are not mutually exclusive.  

�7�K�H���P�D�L�Q���W�\�S�H�V���R�I���S�U�L�Y�D�W�H���I�X�Q�G�V���L�Q�F�O�X�G�H���K�H�G�J�H���I�X�Q�G�V�����Y�H�Q�W�X�U�H���F�D�S�L�W�D�O���I�X�Q�G�V�����S�U�L�Y�D�W�H���H�T�X�L�W�\���I�X�Q�G�V����
�D�Q�G���I�D�P�L�O�\���R�I�I�L�F�H�V�����E�X�W���W�K�H�V�H���I�X�Q�G���W�\�S�H�V���D�U�H���Q�R�W���P�X�W�X�D�O�O�\���H�[�F�O�X�V�L�Y�H��24���6�R�P�H���X�V�H���W�K�H���W�H�U�P���S�U�L�Y�D�W�H��
�H�T�X�L�W�\���L�Q�W�H�U�F�K�D�Q�J�H�D�E�O�\���D�V���D���F�D�W�F�K���D�O�O���S�K�U�D�V�H���W�R���G�H�V�F�U�L�E�H���D�O�O���W�\�S�H�V���R�I���S�U�L�Y�D�W�H���I�X�Q�G�V��25���7�K�L�V���U�H�S�R�U�W��
�X�V�H�V���W�K�H���W�H�U�P�L�Q�R�O�R�J�\���V�H�W���I�R�U�W�K���E�\���W�K�H���6�(�&���L�Q���L�W�V���S�U�L�Y�D�W�H���I�X�Q�G�V���)�R�U�P���3�)���U�H�S�R�U�W�L�Q�J���V�\�V�W�H�P��26 

�$�P�R�Q�J���D�O�O���P�D�M�R�U���W�\�S�H�V���R�I���S�U�L�Y�D�W�H���I�X�Q�G�V�����R�Q�O�\���Y�H�Q�W�X�U�H���F�D�S�L�W�D�O���I�X�Q�G�V���D�Q�G���I�D�P�L�O�\���R�I�I�L�F�H�V���K�D�Y�H���O�H�J�D�O��
�G�H�I�L�Q�L�W�L�R�Q�V�����,�Q���������������W�K�H���'�R�G�G���)�U�D�Q�N���:�D�O�O���6�W�U�H�H�W���5�H�I�R�U�P���D�Q�G���&�R�Q�V�X�P�H�U���3�U�R�W�H�F�W�L�R�Q���$�F�W�����3���/������������
�����������'�R�G�G���)�U�D�Q�N���$�F�W��27���U�H�P�R�Y�H�G���W�K�H���K�L�V�W�R�U�L�F�D�O���H�[�H�P�S�W�L�R�Q���I�U�R�P���6�(�&���U�H�J�L�V�W�U�D�W�L�R�Q���I�R�U���L�Q�Y�H�V�W�P�H�Q�W��
�D�G�Y�L�V�H�U�V���Z�L�W�K���I�H�Z�H�U���W�K�D�Q���������F�O�L�H�Q�W�V���W�R���³�I�L�O�O���D���N�H�\���J�D�S���L�Q���W�K�H���U�H�J�X�O�D�W�R�U�\���O�D�Q�G�V�F�D�S�H���´28���7�K�H���D�F�W���D�O�V�R��
�H�V�W�D�E�O�L�V�K�H�G���O�H�J�D�O���G�H�I�L�Q�L�W�L�R�Q�V���R�I���Y�H�Q�W�X�U�H���F�D�S�L�W�D�O���I�X�Q�G�V���D�Q�G���I�D�P�L�O�\���R�I�I�L�F�H�V�����V�R���W�K�D�W���W�K�H�V�H���V�H�O�H�F�W�H�G��
�S�U�L�Y�D�W�H���I�X�Q�G�V���F�R�X�O�G���E�H���H�[�H�P�S�W�H�G���I�U�R�P���W�K�H���Q�H�Z���U�H�J�X�O�D�W�L�R�Q���U�H�T�X�L�U�H�P�H�Q�W��29���,�Q���D�G�G�L�W�L�R�Q�����S�U�L�Y�D�W�H���I�X�Q�G�V��
�Z�L�W�K���O�H�V�V���W�K�D�Q�������������P�L�O�O�L�R�Q���L�Q���D�V�V�H�W�V���X�Q�G�H�U���P�D�Q�D�J�H�P�H�Q�W���F�R�Q�W�L�Q�X�H���W�R���E�H���H�[�H�P�S�W�H�G��30 

                                                 
24 �7�K�H���6�(�&�¶�V���T�X�D�U�W�H�U�O�\���S�U�L�Y�D�W�H���I�X�Q�G�V���V�W�D�W�L�V�W�L�F�V���U�H�O�H�D�V�H���H�[�S�O�L�F�L�W�O�\���V�W�D�W�H�V���W�K�D�W���W�K�H���Y�D�U�L�R�X�V���F�D�W�H�J�R�U�L�H�V���R�I���S�U�L�Y�D�W�H���I�X�Q�G�V���D�U�H��
not mutually exclusive, meaning the same fund could potentially be referred to by multiple names. SEC, Private Funds 
Statistics, January 29, 2019, at https://www.sec.gov/divisions/investment/private-funds-statistics/private-funds-

statistics-2018-q2-accessible.pdf. 

25 For example, some experts define private equity as an alternative asset class that includes all assets beyond the three 

primary asset classes�² stocks, bonds, and cash. For more details, see Benoit Leleux, Hans van Swaay and Esmeralda 

Megally, Private Equity 4.0: Reinventing Value Creation (The Wiley Finance Series, 2015).  

26 SEC, Form PF �± Reporting Form for Investment Advisers to Private Funds and Certain Commodity Pool Operators 

and Commodity Trading Advisors, at https://www.sec.gov/about/forms/formpf.pdf. 

27 For more information, see CRS Report R41350, The Dodd-Frank Wall Street Reform and Consumer Protection Act: 
Background and Summary, coordinated by Baird Webel. 

28 This previous exemption counted every fund as a client as opposed to each investor in �D���I�X�Q�G���D�V���D���F�O�L�H�Q�W�����6�(�&�����³�6�(�&��
Adopts Dodd-�)�U�D�Q�N���$�F�W���$�P�H�Q�G�P�H�Q�W�V���W�R���,�Q�Y�H�V�W�P�H�Q�W���$�G�Y�L�V�H�U�V���$�F�W���´���S�U�H�V�V���U�H�O�H�D�V�H�����-�X�Q�H�����������������������D�W��
https://www.sec.gov/news/press/2011/2011-133.htm. 

29��17 C.F.R. §275. 

30 �6�(�&�����³Private Fund Adviser Overview���´���D�W��https://www.sec.gov/divisions/investment/guidance/private-fund-adviser-
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�$���S�U�L�Y�D�W�H���H�T�X�L�W�\���I�X�Q�G���L�V���D���S�R�R�O�H�G���L�Q�Y�H�V�W�P�H�Q�W���Y�H�K�L�F�O�H���W�K�D�W���W�\�S�L�F�D�O�O�\���F�R�Q�F�H�Q�W�U�D�W�H�V���R�Q���L�Q�Y�H�V�W�P�H�Q�W�V��
�Q�R�W���R�I�I�H�U�H�G���W�R���W�K�H���S�X�E�O�L�F�����V�X�F�K���D�V���R�Z�Q�H�U�V�K�L�S���V�W�D�N�H�V���L�Q���S�U�L�Y�D�W�H�O�\���K�H�O�G���F�R�P�S�D�Q�L�H�V��31���3�U�L�Y�D�W�H���H�T�X�L�W�\��
�I�X�Q�G���L�Q�Y�H�V�W�R�U�V���L�Q�F�O�X�G�H���K�L�J�K���Q�H�W���Z�R�U�W�K���L�Q�G�L�Y�L�G�X�D�O�V���D�Q�G���I�D�P�L�O�L�H�V�����S�H�Q�V�L�R�Q���I�X�Q�G�V�����H�Q�G�R�Z�P�H�Q�W�V����
�E�D�Q�N�V���D�Q�G���L�Q�V�X�U�D�Q�F�H���F�R�P�S�D�Q�L�H�V��32���$�F�F�R�U�G�L�Q�J���W�R���D�������������V�X�U�Y�H�\�����D�U�R�X�Q�G���������� �R�I���L�Q�V�W�L�W�X�W�L�R�Q�D�O��
�L�Q�Y�H�V�W�R�U�V���L�Q�Y�H�V�W�H�G���L�Q���S�U�L�Y�D�W�H���H�T�X�L�W�\���I�X�Q�G�V�����Q�H�D�U�O�\���D���W�K�L�U�G���D�O�O�R�F�D�W�H�G���P�R�U�H���W�K�D�Q�����������R�I���W�K�H�L�U���D�V�V�H�W�V��
�L�Q���S�U�L�Y�D�W�H���H�T�X�L�W�\��33 

���Ž�—�•�ž�›�Ž�1�� �Š�™�’�•�Š�•�1���ž�—�•�œ 

�9�H�Q�W�X�U�H���F�D�S�L�W�D�O���I�X�Q�G�V���D�U�H���V�R�X�U�F�H�V���R�I���V�W�D�U�W�X�S���I�L�Q�D�Q�F�L�Q�J���I�R�U���H�D�U�O�\���V�W�D�J�H�����K�L�J�K���S�R�W�H�Q�W�L�D�O���I�L�U�P�V�����V�X�F�K���D�V��
�K�L�J�K���W�H�F�K���V�W�D�U�W�X�S�V�����3�X�U�V�X�D�Q�W���W�R���W�K�H���'�R�G�G���)�U�D�Q�N���$�F�W�����W�K�H���6�(�&���H�V�W�D�E�O�L�V�K�H�G���D���G�H�I�L�Q�L�W�L�R�Q���I�R�U���Y�H�Q�W�X�U�H��
�F�D�S�L�W�D�O���I�X�Q�G�V���L�Q���������������7�R���E�H���F�R�Q�V�L�G�H�U�H�G���I�R�U���W�K�H���Y�H�Q�W�X�U�H���F�D�S�L�W�D�O���H�[�H�P�S�W�L�R�Q���I�U�R�P���F�H�U�W�D�L�Q���L�Q�Y�H�V�W�P�H�Q�W��
�F�R�P�S�D�Q�\���U�H�J�X�O�D�W�R�U�\���U�H�T�X�L�U�H�P�H�Q�W�V�����W�K�H���I�X�Q�G���V�K�R�X�O�G���J�H�Q�H�U�D�O�O�\���S�X�U�V�X�H���D���Y�H�Q�W�X�U�H���V�W�U�D�W�H�J�\�����F�D�Q�Q�R�W��
�E�R�U�U�R�Z���I�X�Q�G�L�Q�J���W�R���L�Q�F�X�U���O�H�Y�H�U�D�J�H�����D�Q�G���V�K�R�X�O�G���K�R�O�G���Q�R���P�R�U�H���W�K�D�Q�����������R�I���L�W�V���F�D�S�L�W�D�O���L�Q��
�Q�R�Q�T�X�D�O�L�I�\�L�Q�J���L�Q�Y�H�V�W�P�H�Q�W�V�����D�P�R�Q�J���R�W�K�H�U���F�R�Q�G�L�W�L�R�Q�V��34���7�K�H���O�H�J�D�O���G�H�I�L�Q�L�W�L�R�Q���R�I���³�Y�H�Q�W�X�U�H���F�D�S�L�W�D�O��
�I�X�Q�G�´���Q�H�H�G�V���W�R���E�H���P�H�W���L�Q���R�U�G�H�U���W�R���T�X�D�O�L�I�\���I�R�U���U�H�J�X�O�D�W�R�U�\���H�[�H�P�S�W�L�R�Q�V��35 
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resources.htm. 

31 Private equity funds could also invest in publicly traded companies, especially purchasing the controlling stake of 

public companies with a combination of debt and equity, often referred to as leveraged buyouts.  

32 SEC, Implications of the Growth of Hedge Funds, staff report, September 2003, at https://www.sec.gov/news/studies/

hedgefunds0903.pdf. 

33 Brian Boyer et al., Private Equity Indices Based on Secondary Market Transactions, National Bureau of Economic 

Research, Working Paper no. 25207, November 18, 2018, at https://www.nber.org/papers/w25207.pdf. 

34 The SEC defines a venture capital fund as a private fund that meets the following conditions: (1) Represents itself as 

pursuing a venture capital strategy to its investors and prospective investors; (2) Holds no more than 20% of its 

aggregate capital contributions and uncalled committed capital in nonqualifying investments, other than short-term 

holdings; (3) Does not borrow, provide guarantees, or otherwise incur leverage, other than limited short-term 

borrowing; (4) Does not offer its investors redemption or other similar liquidity rights except in extraordinary 

circumstances; and (5) Is not registered under the Investment Company Act of 1940 and has not elected to be treated as 

�D���E�X�V�L�Q�H�V�V���G�H�Y�H�O�R�S�P�H�Q�W���F�R�P�S�D�Q�\�����4�X�D�O�L�I�\�L�Q�J���L�Q�Y�H�V�W�P�H�Q�W�V���J�H�Q�H�U�D�O�O�\���F�R�Q�V�L�V�W���R�I���H�T�X�L�W�\���V�H�F�X�U�L�W�L�H�V���R�I���³�T�X�D�O�L�I�\�L�Q�J���S�R�U�W�I�R�O�L�R��
�F�R�P�S�D�Q�L�H�V�´���W�K�D�W���D�U�H���G�L�U�H�F�W�O�\���D�F�T�X�L�U�H�G���E�\���W�K�H���I�X�Q�G�� 17 CFR §275.203(l)-1. 

35 See discussions of Title XXV of S. 488 (115th Congress), in CRS Report R45308, JOBS and Investor Confidence Act 
(House-Amended S. 488): Capital Markets Provisions, coordinated by Eva Su.  

36 Leverage refers to using borrowing to increase investment exposure as well as risk. Short-selling is placing 

�L�Q�Y�H�V�W�P�H�Q�W�V���W�R���J�D�L�Q���U�H�W�X�U�Q���Z�K�H�Q���W�D�U�J�H�W�H�G���D�V�V�H�W�V���I�D�O�O���L�Q���S�U�L�F�H�����6�(�&���³�)�D�V�W���$�Q�V�Z�H�U�V����Hedge Funds���´���D�W��
https://www.sec.gov/fast-answers/answershedgehtm.html.  

37 �1�L�U���.�D�L�V�V�D�U�����³�,�I���+�H�G�J�H���)�X�Q�G�V���$�U�H���/�D�J�J�L�Q�J�����:�K�\���'�R���7�K�H�\���+�D�Y�H���6�R���0�X�F�K���0�R�Q�H�\�"�´��Bloomberg, February 19, 2019, 

at https://www.bloomberg.com/opinion/articles/2019-02-19/hedge-funds-lag-so-why-do-they-have-so-much-cash.  

38 �6�(�&�����³Hedge Funds���´��Investor Bulletin, SEC Pub. no. 139, February 2013, at https://www.sec.gov/investor/alerts/

ib_hedgefunds.pdf. 
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Public Versus Private Funds 

�7�D�E�O�H�������F�R�P�S�D�U�H�V���S�X�E�O�L�F���D�Q�G���S�U�L�Y�D�W�H���I�X�Q�G�V�¶���F�K�D�U�D�F�W�H�U�L�V�W�L�F�V�����7�K�H���P�D�L�Q���G�L�I�I�H�U�H�Q�F�H�V���E�H�W�Z�H�H�Q���S�X�E�O�L�F��
�D�Q�G���S�U�L�Y�D�W�H���I�X�Q�G�V���L�Q�F�O�X�G�H���W�K�H���I�R�O�O�R�Z�L�Q�J���H�[�D�P�S�O�H�V�� 
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�Y�R�O�D�W�L�O�H���L�Q�Y�H�V�W�P�H�Q�W���V�W�U�D�W�H�J�L�H�V�����)�R�U���H�[�D�P�S�O�H�����F�H�U�W�D�L�Q���S�U�L�Y�D�W�H���I�X�Q�G�V���I�R�F�X�V���R�Q��

                                                 
39 U.S. Congress, House Committee on Oversight and Government Reform, Hedge Funds and the Financial Market, 

hearings, 110th Cong., 2nd sess., November 13, 2008, H.Hrg. 56-582, Serial No. 110-210 (Washington, DC: GPO, 

2010), at https://www.govinfo.gov/content/pkg/CHRG-110hhrg56582/pdf/CHRG-110hhrg56582.pdf.  

40 SEC Form PF defines a hedge fund as any private fund (other than a securitized asset fund): (1) with respect to which 

one or more investment advisers (or related persons of investment advisers) may be paid a performance fee or 

allocation calculated by taking into account unrealized gains (other than a fee or allocation the calculation of which 

may take into account unrealized gains solely for the purpose of reducing such fee or allocation to reflect net unrealized 

losses); (2) that may borrow an amount in excess of one-half of its net asset value (including any committed capital) or 

may have gross notional exposure in excess of twice its net asset value (including any committed capital); or (3) that 

may sell securities or other assets short or enter into similar transactions (other than for the purpose of hedging 

currency exposure or managing duration). The definition of a hedge fund for Form PF purposes also includes any 

commodity pool an adviser reports on Form PF. See SEC, Private Fund Statistics, at https://www.sec.gov/divisions/

investment/private-funds-statistics/private-funds-statistics-2018-q1.pdf.  

41 �6�K�H�O�O�\���+�D�J�D�Q���D�Q�G���6�D�L�M�H�O���.�L�V�K�D�Q�����³Omega, Jabre Capital Among Hedge Fund Casualties in Dismal 2018���´��
Bloomberg, December 27, 2018, at https://www.bloomberg.com/news/articles/2018-12-27/omega-jabre-capital-among-

hedge-fund-casualties-in-dismal-2018. 

42 Under the Dodd-Frank Act, the SEC establish�H�G���D���O�H�J�D�O���G�H�I�L�Q�L�W�L�R�Q���I�R�U���I�D�P�L�O�\���R�I�I�L�F�H�V���L�Q���������������3�H�U���W�K�H���6�(�&�¶�V���I�D�P�L�O�\��
offices final rule, a family office is any company that (1) p�U�R�Y�L�G�H�V���L�Q�Y�H�V�W�P�H�Q�W���D�G�Y�L�F�H���R�Q�O�\���W�R���³�I�D�P�L�O�\���F�O�L�H�Q�W�V���´���D�V��
defined by the rule; (2) is wholly owned by family clients and is exclusively controlled by family members and/or 

family entities, as defined by the rule; and (3) does not hold itself out to the public as an investment adviser. 17 CFR 

§275.202(a)(11)(G)-1 - �)�D�P�L�O�\���R�I�I�L�F�H�V���D�Q�G���V�H�H���D�O�V�R���6�(�&���S�U�H�V�V���U�H�O�H�D�V�H���D�Q�G���I�L�Q�D�O���U�X�O�H�����³�6�(�&��Adopts Rule under Dodd-

�)�U�D�Q�N���$�F�W���'�H�I�L�Q�L�Q�J���µ�)�D�P�L�O�\���2�I�I�L�F�H�V�¶���´���S�U�H�V�V���U�H�O�H�D�V�H�����-�X�Q�H�����������������������D�W���K�W�W�S�V�������Z�Z�Z���V�H�F���J�R�Y��news/press/2011/2011-

134.htm. 

43 UBS, The Global Family Office Report 2018, at https://www.ubs.com/global/en/wealth-management/uhnw/global-

family-office/global-family-office-report-2018.html.  

44 �/�L�Q�G�V�D�\���)�R�U�W�D�G�R�����³�-�R�K�Q���3�D�X�O�V�R�Q���0�X�O�O�V���6�K�X�W�W�L�Q�J���+�L�V���+�H�G�J�H���)�X�Q�G���´��Financial Times, January 22, 2019, at 

https://www.ft.com/content/846c68d2-1e84-11e9-b2f7-97e4dbd3580d.  
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�L�Q�Y�H�V�W�R�U�V���W�K�H�\���F�D�Q���U�H�D�F�K�����Z�K�L�O�H���S�X�E�O�L�F���I�X�Q�G�V���D�U�H���D�Y�D�L�O�D�E�O�H���W�R���D�O�O���L�Q�Y�H�V�W�R�U�V�����7�K�H�V�H��
�U�H�V�W�U�L�F�W�L�R�Q�V���D�U�H���P�H�D�Q�W���W�R���S�U�R�W�H�F�W���F�H�U�W�D�L�Q���U�H�W�D�L�O���L�Q�Y�H�V�W�R�U�V���Z�K�R���D�U�H���S�H�U�F�H�L�Y�H�G���D�V���O�H�V�V��
�V�R�S�K�L�V�W�L�F�D�W�H�G�����J�L�Y�H�Q���W�K�H���J�H�Q�H�U�D�O�O�\���K�L�J�K�H�U���U�L�V�N���D�Q�G���O�R�Z�H�U���O�H�Y�H�O�V���R�I���U�H�J�X�O�D�W�L�R�Q���� 

�x �3�R�U�W�I�R�O�L�R���F�R�P�S�D�Q�\���L�Q�Y�R�O�Y�H�P�H�Q�W�² �D���S�U�L�Y�D�W�H���H�T�X�L�W�\���R�U���Y�H�Q�W�X�U�H���F�D�S�L�W�D�O���I�X�Q�G��
�W�\�S�L�F�D�O�O�\���X�V�H�V���F�O�L�H�Q�W���I�X�Q�G�V���W�R���R�E�W�D�L�Q���D���F�R�Q�W�U�R�O�O�L�Q�J���L�Q�W�H�U�H�V�W���L�Q���D���Q�R�Q�S�X�E�O�L�F�O�\���W�U�D�G�H�G��
�F�R�P�S�D�Q�\�����F�D�O�O�H�G���D���S�R�U�W�I�R�O�L�R���F�R�P�S�D�Q�\�������7�K�L�V���F�R�Q�W�U�R�O�O�L�Q�J���L�Q�W�H�U�H�V�W���Q�R�U�P�D�O�O�\���D�O�O�R�Z�V��
�W�K�H���S�U�L�Y�D�W�H���I�X�Q�G���W�R���K�D�Y�H���D���V�D�\���L�Q���W�K�H���S�R�U�W�I�R�O�L�R���F�R�P�S�D�Q�\�¶�V���R�S�H�U�D�W�L�R�Q�V�����3�X�E�O�L�F��
�I�X�Q�G�V�����L�Q���F�R�Q�W�U�D�V�W�����W�\�S�L�F�D�O�O�\���G�R���Q�R�W���G�L�U�H�F�W�O�\���D�I�I�H�F�W���S�R�U�W�I�R�O�L�R���F�R�P�S�D�Q�\���P�D�Q�D�J�H�P�H�Q�W��
�D�Q�G���R�S�H�U�D�W�L�R�Q�V�����H�[�F�H�S�W���W�K�U�R�X�J�K���V�K�D�U�H�K�R�O�G�H�U���Y�R�W�L�Q�J���S�U�R�F�H�V�V�H�V���� 

�x �/�L�T�X�L�G�L�W�\�² �O�L�T�X�L�G�L�W�\���U�H�I�H�U�V���W�R���K�R�Z���H�D�V�\���L�W���L�V���W�R���E�X�\���D�Q�G���V�H�O�O���V�H�F�X�U�L�W�L�H�V���Z�L�W�K�R�X�W��
�D�I�I�H�F�W�L�Q�J���W�K�H���S�U�L�F�H�����3�X�E�O�L�F���I�X�Q�G�V���D�U�H���F�R�Q�V�L�G�H�U�H�G���O�L�T�X�L�G���I�R�U���L�Q�Y�H�V�W�R�U�V���E�H�F�D�X�V�H���R�I��
�W�K�H�L�U���U�H�G�H�P�S�W�L�R�Q���R�U���H�[�F�K�D�Q�J�H���W�U�D�G�L�Q�J���I�H�D�W�X�U�H�V�����Z�K�H�U�H�D�V���S�U�L�Y�D�W�H���I�X�Q�G�V���D�U�H��
�F�R�Q�V�L�G�H�U�H�G���L�O�O�L�T�X�L�G�� 

o �+�R�O�G�L�Q�J���S�H�U�L�R�G 

�x �3�U�L�Y�D�W�H���I�X�Q�G�V���R�I�W�H�Q���L�Q�Y�H�V�W���L�Q���S�U�L�Y�D�W�H���V�H�F�X�U�L�W�L�H�V���W�K�D�W���D�U�H���Q�R�W���S�X�E�O�L�F�O�\��
�W�U�D�G�H�G��45���7�K�L�V���F�D�X�V�H�V���S�U�L�Y�D�W�H���I�X�Q�G�V���W�R���Q�R�U�P�D�O�O�\���K�D�Y�H���W�R���Z�D�L�W���I�R�U���W�K�U�H�H���W�R��
�V�H�Y�H�Q���\�H�D�U�V���E�H�I�R�U�H���D���³�O�L�T�X�L�G�L�W�\���H�Y�H�Q�W�´���F�D�Q���R�F�F�X�U��46���7�K�H���O�L�T�X�L�G�L�W�\���H�Y�H�Q�W�V��
�D�U�H���W�\�S�L�F�D�O�O�\���F�R�P�S�D�Q�\���E�X�\�R�X�W�V���R�U���L�Q�L�W�L�D�O���S�X�E�O�L�F���R�I�I�H�U�L�Q�J�V�����,�3�2�V����47���3�U�L�Y�D�W�H��
�I�X�Q�G�V���W�\�S�L�F�D�O�O�\���U�H�D�O�L�]�H���W�K�H���J�D�L�Q�V���R�U���O�R�V�V�H�V���R�I���W�K�H�L�U���L�Q�Y�H�V�W�P�H�Q�W�V���R�Q�O�\���Z�K�H�Q��
�S�R�U�W�I�R�O�L�R���F�R�P�S�D�Q�L�H�V���D�U�H���V�R�O�G���R�U���J�R���S�X�E�O�L�F���� 

�x �3�X�E�O�L�F���I�X�Q�G�V���P�R�V�W�O�\���L�Q�Y�H�V�W���L�Q���S�X�E�O�L�F�O�\���W�U�D�G�H�G���F�R�P�S�D�Q�L�H�V���W�K�D�W���D�U�H��
�F�R�Q�V�L�G�H�U�H�G���W�R���R�I�I�H�U���L�P�P�H�G�L�D�W�H���O�L�T�X�L�G�L�W�\�����3�X�E�O�L�F���I�X�Q�G�V���D�U�H���Q�R�W���U�H�V�W�U�L�F�W�H�G��
�I�U�R�P���L�Q�Y�H�V�W�L�Q�J���L�Q���S�U�L�Y�D�W�H���V�H�F�X�U�L�W�L�H�V�����E�X�W���F�H�U�W�D�L�Q���S�X�E�O�L�F���I�X�Q�G���U�H�J�X�O�D�W�R�U�\��
�U�H�T�X�L�U�H�P�H�Q�W�V�����V�X�F�K���D�V���G�D�L�O�\���Y�D�O�X�D�W�L�R�Q�����P�D�N�H���S�U�L�Y�D�W�H���L�Q�Y�H�V�W�P�H�Q�W��
�R�S�H�U�D�W�L�R�Q�V���O�H�V�V���S�U�D�F�W�L�F�D�O���I�R�U���S�X�E�O�L�F���I�X�Q�G�V�����$�V���V�X�F�K�����S�X�E�O�L�F���I�X�Q�G�V���O�D�U�J�H�O�\��
�I�R�F�X�V���R�Q���S�X�E�O�L�F�O�\���W�U�D�G�H�G���V�H�F�X�U�L�W�L�H�V���D�Q�G���K�D�Y�H���Q�R�W���V�L�J�Q�L�I�L�F�D�Q�W�O�\���X�Q�G�H�U�W�D�N�H�Q��
�S�U�L�Y�D�W�H���V�H�F�X�U�L�W�L�H�V���L�Q�Y�H�V�W�P�H�Q�W�V��48�� 

o �3�X�E�O�L�F�O�\���W�U�D�G�H�G���S�U�L�Y�D�W�H���I�X�Q�G�V 

                                                 
45 For more details on private securities, see CRS In Focus IF10747, Private Securities Offerings: Background and 
Legislation, by Eva Su.  

46 Cendrowski et al., Private Equity, Second Edition, History, Governance, and Operations, John Wiley & Sons, Inc., 

2012. 

47 For more details on initial public offerings (IPOs), see CRS In Focus IF10855, �&�D�S�L�W�D�O���$�F�F�H�V�V�����,�3�2���D�Q�G���³�,�3�2���2�Q-
�5�D�P�S�´, by Eva Su.  

48 For more details, see Jeff Schwartz, Should Mutual Funds Invest in Startups? A Case Study of Fidelity Magellan 

Fund�¶�V Investments in Unicorns (and Other Startups) and the Regulatory Implications, February 3, 2017, North 

Carolina Law Review, vol. 95, no. 5, 2017; University of Utah College of Law Research Paper no. 201, at 

https://ssrn.com/abstract=2911394. 
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�x �6�R�P�H���R�I���W�K�H���Z�R�U�O�G�¶�V���O�D�U�J�H�V�W���S�U�L�Y�D�W�H���I�X�Q�G���P�D�Q�D�J�H�U�V���D�U�H���S�X�E�O�L�F�O�\���W�U�D�G�H�G����
�D�Q�G���W�K�X�V���D�E�O�H���W�R���R�I�I�H�U���F�R�P�S�D�Q�\���V�W�R�F�N���O�H�Y�H�O���O�L�T�X�L�G�L�W�\��49���7�K�L�V���P�H�D�Q�V���W�K�D�W��
�S�X�E�O�L�F���L�Q�Y�H�V�W�R�U�V���F�D�Q���G�L�U�H�F�W�O�\���S�X�U�F�K�D�V�H���W�K�H�V�H���I�X�Q�G���F�R�P�S�D�Q�L�H�V�¶���V�W�R�F�N�V���D�Q�G��
�J�D�L�Q���H�[�S�R�V�X�U�H���W�R���W�K�H���F�R�P�S�D�Q�L�H�V�¶���S�U�L�Y�D�W�H���I�X�Q�G���L�Q�Y�H�V�W�P�H�Q�W���S�R�U�W�I�R�O�L�R�V���D�V���D��
�Z�K�R�O�H�����3�X�E�O�L�F�O�\���O�L�V�W�H�G���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���I�L�U�P�V���L�Q�F�O�X�G�H���$�P�X�Q�G�L���*�U�R�X�S����
�0�D�Q���*�U�R�X�S�����2�F�K���=�L�I�I���&�D�S�L�W�D�O���0�D�Q�D�J�H�P�H�Q�W���*�U�R�X�S�����%�O�D�F�N�V�W�R�Q�H���*�U�R�X�S����
�D�Q�G���.�.�5�����,�Q���������������W�K�H�\���P�D�Q�D�J�H�G�������������W�U�L�O�O�L�R�Q���F�R�P�E�L�Q�H�G��50 

�x �3�X�E�O�L�F�O�\���W�U�D�G�H�G���S�U�L�Y�D�W�H���I�X�Q�G�V���P�X�V�W���F�R�Q�F�X�U�U�H�Q�W�O�\���D�G�K�H�U�H���W�R���S�U�L�Y�D�W�H���I�X�Q�G��
�F�R�P�S�O�L�D�Q�F�H���U�H�T�X�L�U�H�P�H�Q�W�V���D�Q�G���U�H�V�W�U�L�F�W�L�R�Q�V�����D�V���Z�H�O�O���D�V���S�X�E�O�L�F���V�H�F�X�U�L�W�\��
�R�I�I�H�U�L�Q�J���V�W�D�Q�G�D�U�G�V��51���7�K�H�V�H���S�U�L�Y�D�W�H���I�X�Q�G�V���V�H�S�D�U�D�W�H�O�\���D�Q�V�Z�H�U���W�R���E�R�W�K���W�K�H�L�U��
�G�L�U�H�F�W���I�X�Q�G���L�Q�Y�H�V�W�R�U�V���D�Q�G���S�X�E�O�L�F���V�K�D�U�H�K�R�O�G�H�U�V�� 

 

                                                 
49 These fund managers are private fund investors, but they may not invest in private funds exclusively. 

50 Lin Sun and Melvyn Teo, �³Public Hedge Funds���´��Journal of Financial Economics (December 10, 2016), at 

https://ssrn.com/abstract=2883416. 

51 See CRS Report R45221, Capital Markets, Securities Offerings, and Related Policy Issues, by Eva Su for more 

details on regulatory requirements affecting public and private securities offerings in primary markets. 
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Table 2. Summary Characteristics and Risk Profiles of Major Public and Private Funds  

 Fund Type  
NAV 

($trillions)  
Publicly 
Offered  Main Investors  Disclosure  Risk of Loss Redemption/Exit  Leverage  

Public Funds Mutual Funds 17.7 Yes Retail, institutional High Low End of day Yes with cap 
 

Closed-end Funds 0.3 Yes Retail, institutional High Low Intraday  
(secondary market) 

Yes with cap 

 
Exchange-traded Funds 3.4 Yes Retail, institutional High Low Intraday  

(secondary market) 
Yes with cap 

Private Funds Private Equity 2.8 No Institutional, certain 
qualified retail 

Low High Buyout/IPO Yes 

 
Hedge Funds 3.8 No Institutional, certain 

qualified retail 
Low High Quarterly  

+ lock-up period 
Yes and 
typically high  

 Venture Capital 0.1 No Institutional, certain 
qualified retail 

Low High Buyout/IPO No (unless 
limited short-
term) 

Source:  CRS. NAV data from the Securities and Exchange Commission and Investment Company Institute. 

Notes:  IPO = initial public offering. Buyout = the purchase of controlling share of a company. NAV = net asset value. Public funds NAV as of year-end 2018, private 
funds NAV as of 4th quarter 2018. The summary characteristics are for selected funds and typical situations only; they are not inclusive of all situations. 
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Other Forms of Asset Management 

�2�W�K�H�U���I�R�U�P�V���R�I���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���G�R���Q�R�W���I�L�W���W�L�J�K�W�O�\���L�Q�W�R���W�K�H���S�X�E�O�L�F���R�U���S�U�L�Y�D�W�H���I�X�Q�G���F�D�W�H�J�R�U�L�]�D�W�L�R�Q�� 

���ž�œ�’�—�Ž�œ�œ�1�� �Ž�Ÿ�Ž�•�˜�™�–�Ž�—�•�1�� �˜�–�™�Š�—�’�Ž�œ 

�%�X�V�L�Q�H�V�V���G�H�Y�H�O�R�S�P�H�Q�W���F�R�P�S�D�Q�L�H�V�����%�'�&�V�����D�U�H���F�O�R�V�H�G���H�Q�G���I�X�Q�G�V���W�K�D�W���S�U�L�P�D�U�L�O�\���L�Q�Y�H�V�W���L�Q���V�P�D�O�O���D�Q�G��
�G�H�Y�H�O�R�S�L�Q�J���E�X�V�L�Q�H�V�V�H�V�����D�Q�G���W�K�D�W���J�H�Q�H�U�D�O�O�\���S�U�R�Y�L�G�H���R�S�H�U�D�W�L�R�Q�D�O���D�V�V�L�V�W�D�Q�F�H���W�R���V�X�F�K���E�X�V�L�Q�H�V�V�H�V���L�Q��
�D�G�G�L�W�L�R�Q���W�R���I�X�Q�G�L�Q�J�����&�R�Q�J�U�H�V�V���F�U�H�D�W�H�G���%�'�&�V���L�Q�������������L�Q���D�P�H�Q�G�P�H�Q�W�V���W�R���W�K�H���,�Q�Y�H�V�W�P�H�Q�W���&�R�P�S�D�Q�\��
�$�F�W���R�I�������������W�R���³�P�D�N�H���F�D�S�L�W�D�O���P�R�U�H���U�H�D�G�L�O�\���D�Y�D�L�O�D�E�O�H���W�R���V�P�D�O�O�����G�H�Y�H�O�R�S�L�Q�J�����D�Q�G���I�L�Q�D�Q�F�L�D�O�O�\���W�U�R�X�E�O�H�G��
�F�R�P�S�D�Q�L�H�V���W�K�D�W���D�U�H���Q�R�W���D�E�O�H���W�R���D�F�F�H�V�V���S�X�E�O�L�F���P�D�U�N�H�W�V���R�U���R�W�K�H�U���I�R�U�P�V���R�I���F�R�Q�Y�H�Q�W�L�R�Q�D�O���I�L�Q�D�Q�F�L�Q�J���´52��
�%�'�&�V���D�U�H���Q�R�W���U�H�T�X�L�U�H�G���W�R���U�H�J�L�V�W�H�U���Z�L�W�K���W�K�H���6�(�&���D�V���L�Q�Y�H�V�W�P�H�Q�W���F�R�P�S�D�Q�L�H�V�����D�Q�G���W�K�X�V���I�D�F�H���P�X�F�K���O�H�V�V��
�U�H�J�X�O�D�W�L�R�Q���W�K�D�Q���P�X�W�X�D�O���I�X�Q�G�V�����%�X�W���W�K�H�\���G�R���R�I�I�H�U���W�K�H�L�U���V�H�F�X�U�L�W�L�H�V���W�R���W�K�H���S�X�E�O�L�F�����D�Q�G���W�K�H�L�U���S�X�E�O�L�F��
�R�I�I�H�U�L�Q�J�V���D�U�H���V�X�E�M�H�F�W���W�R���I�X�O�O���6�(�&���U�H�S�R�U�W�L�Q�J���U�H�T�X�L�U�H�P�H�Q�W�V��53 

���ž�—�•�1�˜�•�1���ž�—�•�œ 

�$���I�X�Q�G���R�I���I�X�Q�G�V���L�V���D�Q���L�Q�Y�H�V�W�P�H�Q�W���I�X�Q�G���W�K�D�W���L�Q�Y�H�V�W�V���L�Q���R�W�K�H�U���I�X�Q�G�V�����7�K�H���I�X�Q�G���R�I���I�X�Q�G�V���G�H�V�L�J�Q���D�L�P�V��
�W�R���D�F�K�L�H�Y�H���D�V�V�H�W���D�O�O�R�F�D�W�L�R�Q�����G�L�Y�H�U�V�L�I�L�F�D�W�L�R�Q�����K�H�G�J�L�Q�J�����R�U���R�W�K�H�U���L�Q�Y�H�V�W�P�H�Q�W���R�E�M�H�F�W�L�Y�H�V�����7�K�H���6�(�&��
�H�V�W�L�P�D�W�H�V���W�K�D�W���D�O�P�R�V�W���K�D�O�I���R�I���D�O�O���U�H�J�L�V�W�H�U�H�G���I�X�Q�G�V���L�Q�Y�H�V�W���L�Q���R�W�K�H�U���I�X�Q�G�V��54�� 

Operational Components 
�7�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���R�S�H�U�D�W�H�V���L�Q���D���F�R�P�S�O�H�[���V�\�V�W�H�P���Z�L�W�K���P�D�Q�\���F�R�P�S�R�Q�H�Q�W�V�����L�Q�F�O�X�G�L�Q�J��
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Operation of a Fund 

�)�X�Q�G�V���W�\�S�L�F�D�O�O�\���R�S�H�U�D�W�H���W�K�U�R�X�J�K���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���F�R�P�S�D�Q�L�H�V�����$�0�&�V�������7�K�H���O�D�U�J�H�V�W���$�0�&�V�����D�V��
�P�H�D�V�X�U�H�G���E�\���D�V�V�H�W�V���X�Q�G�H�U���P�D�Q�D�J�H�P�H�Q�W�����D�U�H���V�K�R�Z�Q���L�Q���7�D�E�O�H���������7�K�H���$�0�&�V���F�D�Q���P�D�Q�D�J�H���P�X�O�W�L�S�O�H��
�I�X�Q�G�V���R�I���G�L�I�I�H�U�H�Q�W���W�\�S�H�V�����(�D�F�K���I�X�Q�G���K�D�V���D�Q���,�Q�Y�H�V�W�P�H�Q�W���0�D�Q�D�J�H�P�H�Q�W���$�J�U�H�H�P�H�Q�W���W�K�D�W���G�H�V�L�J�Q�D�W�H�V���W�K�H��
�$�0�&���W�R���P�D�Q�D�J�H���W�K�H���I�X�Q�G�¶�V���S�R�U�W�I�R�O�L�R���F�R�P�S�R�V�L�W�L�R�Q���D�Q�G���W�U�D�G�L�Q�J�����$�V���)�L�J�X�U�H�������L�O�O�X�V�W�U�D�W�H�V�����W�K�H���H�Q�G��
�L�Q�Y�H�V�W�R�U�V���R�Z�Q���W�K�H���I�X�Q�G���D�Q�G���F�R�Q�W�U�L�E�X�W�H���F�D�V�K���I�R�U���L�W�V���V�K�D�U�H�V�����F�X�V�W�R�G�L�D�Q�V���V�D�I�H�J�X�D�U�G���W�K�H���I�X�Q�G���D�V�V�H�W�V����
�D�Q�G���W�K�H���I�X�Q�G���F�D�Q���D�O�V�R���L�Q�W�H�U�D�F�W���Z�L�W�K���F�H�U�W�D�L�Q���F�R�X�Q�W�H�U�S�D�U�W�L�H�V���I�R�U���R�W�K�H�U���W�U�D�Q�V�D�F�W�L�R�Q�V��55�� 

                                                 
52 U.S. Congress, House Committee on Financial Services, Small Business Credit Availability Act, report to accompany 

H.R. 4267, 115th Cong. 2nd sess., H.Rept. 115-646 (Washington, DC: GPO, 2018). 

53 17 C.F.R. §270. 

54 �6�(�&���S�U�R�S�R�V�H�G���U�X�O�H�����³Fund of Funds Arrangements���´���'�H�F�H�P�E�H�U�����������������������S�U�H�V�V���U�H�O�H�D�V�H�����D�W��https://www.sec.gov/rules/

proposed/2018/33-10590.pdf. 

55 Hiroko Oura �H�W���D�O�������³The Asset Management Industry and Financial Stability���´��Global Financial Stability Report, 

IMF, April, 2015, at https://www.imf.org/~/media/Websites/IMF/imported-flagship-issues/external/pubs/ft/GFSR/

2015/01/pdf/_c3pdf.ashx. 
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Figure 3. Operation of a Mutual Fund  

 
Source:  CRS. 

Key Intermediaries 
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�D�G�P�L�Q�L�V�W�U�D�W�L�Y�H���I�X�Q�F�W�L�R�Q�V�����V�X�F�K���D�V���G�D�W�D���D�Q�G���U�H�V�H�D�U�F�K�����D�V�V�H�W���V�D�I�H�N�H�H�S�L�Q�J�����D�Q�G���V�K�D�U�H�K�R�O�G�H�U���Y�R�W�L�Q�J����
�%�H�F�D�X�V�H���I�X�Q�G�V���D�U�H���D�O�V�R���I�L�Q�D�Q�F�L�D�O���S�U�R�G�X�F�W�V���W�K�D�W���D�U�H���V�R�O�G���W�R���L�Q�Y�H�V�W�R�U�V�����L�Q�Y�H�V�W�P�H�Q�W���D�G�Y�L�V�H�U�V���D�Q�G��
�E�U�R�N�H�U���G�H�D�O�H�U�V���D�U�H���W�K�H���P�R�V�W���F�R�P�P�R�Q�O�\���X�V�H�G���U�H�W�D�L�O���V�D�O�H�V���D�Q�G���G�L�V�W�U�L�E�X�W�L�R�Q���F�K�D�Q�Q�H�O�V�����7�K�L�V���V�H�F�W�L�R�Q��
�G�L�V�F�X�V�V�H�V���V�H�Y�H�U�D�O���V�H�O�H�F�W�H�G���J�U�R�X�S�V���R�I���S�O�D�\�H�U�V���W�K�D�W���I�U�H�T�X�H�Q�W�O�\���D�S�S�H�D�U���L�Q���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���S�R�O�L�F�\��
�G�L�V�F�X�V�V�L�R�Q�V���� 
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�$�Q���L�Q�Y�H�V�W�P�H�Q�W���D�G�Y�L�V�H�U���L�V���³�D�Q�\���S�H�U�V�R�Q���R�U���I�L�U�P���W�K�D�W���I�R�U���F�R�P�S�H�Q�V�D�W�L�R�Q���L�V���H�Q�J�D�J�H�G���L�Q���W�K�H���E�X�V�L�Q�H�V�V���R�I��
�S�U�R�Y�L�G�L�Q�J���D�G�Y�L�F�H���W�R���R�W�K�H�U�V���R�U���L�V�V�X�L�Q�J���U�H�S�R�U�W�V���R�U���D�Q�D�O�\�V�L�V���U�H�J�D�U�G�L�Q�J���V�H�F�X�U�L�W�L�H�V���´56���,�Q�Y�H�V�W�P�H�Q�W��
�D�G�Y�L�V�H�U�V���J�H�Q�H�U�D�O�O�\���L�Q�F�O�X�G�H���P�R�Q�H�\���P�D�Q�D�J�H�U�V�����L�Q�Y�H�V�W�P�H�Q�W���F�R�Q�V�X�O�W�D�Q�W�V�����I�L�Q�D�Q�F�L�D�O���S�O�D�Q�Q�H�U�V�����D�Q�G��
�R�W�K�H�U�V���Z�K�R���S�U�R�Y�L�G�H���D�G�Y�L�F�H���D�E�R�X�W���V�H�F�X�U�L�W�L�H�V��57���,�Q�Y�H�V�W�P�H�Q�W���D�G�Y�L�V�H�U�V���P�H�H�W�L�Q�J���W�K�H���6�(�&���O�H�J�D�O��
�G�H�I�L�Q�L�W�L�R�Q���P�X�V�W���U�H�J�L�V�W�H�U���Z�L�W�K���W�K�H���6�(�&��58���$�V���R�I���������������W�K�H���6�(�&���R�Y�H�U�V�D�Z���D�U�R�X�Q�G�����������������U�H�J�L�V�W�H�U�H�G��
�L�Q�Y�H�V�W�P�H�Q�W���D�G�Y�L�V�H�U�V��59 

                                                 
56 §202(a)(11) of the Investment Advisers Act of 1940.  

57 �6�(�&�����³�)�D�V�W���$�Q�V�Z�H�U�V����Investment Advisers���´���D�W���K�W�W�S�V�������Z�Z�Z���V�H�F���J�R�Y��fast-answers/answersinvadvhtm.html. 

58 �³�$���E�U�R�N�H�U���R�U���G�H�D�O�H�U���W�K�D�W���L�V���U�H�Jistered with the SEC under the Securities and Exchange Act of 1934 is excluded from 

the Investment Advisers Act if the advice given is: (i) solely incidental to the conduct of its business as broker or 

�G�H�D�O�H�U�����D�Q�G�����L�L�����L�W���G�R�H�V���Q�R�W���U�H�F�H�L�Y�H���D�Q�\���µ�V�S�H�F�L�D�O���F�R�P�S�H�Q�V�D�W�L�R�Q�¶���I�R�U���S�U�R�Y�L�G�L�Q�J���L�Q�Y�H�V�W�P�H�Q�W���D�G�Y�L�F�H���´���)�R�U���P�R�U�H���G�H�W�D�L�O�V�����V�H�H��
SEC Division of Investment Management, Regulation of Investment Advisers by the U.S. Securities and Exchange 
Commission, white paper, March 2013, at https://www.sec.gov/about/offices/oia/oia_investman/rplaze-042012.pdf.  

59 SEC, Office of Compliance Inspections and Examinations (OCIE), 2019 Examination Priorities, at 
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�R�U�J�D�Q�L�]�D�W�L�R�Q�V�����6�5�2�V����62���7�K�H���)�L�Q�D�Q�F�L�D�O���,�Q�G�X�V�W�U�\���5�H�J�X�O�D�W�R�U�\���$�X�W�K�R�U�L�W�\�����)�,�1�5�$�����L�V���W�K�H���P�D�L�Q���6�5�2��
�I�R�U���W�K�H���E�U�R�N�H�U���G�H�D�O�H�U���L�Q�G�X�V�W�U�\�����)�,�1�5�$���Z�U�L�W�H�V���D�Q�G���H�Q�I�R�U�F�H�V���E�U�R�N�H�U���G�H�D�O�H�U���U�X�O�H�V�����F�R�Q�G�X�F�W�V��
�H�[�D�P�L�Q�D�W�L�R�Q�V�����D�Q�G���S�U�R�Y�L�G�H�V���L�Q�Y�H�V�W�R�U���H�G�X�F�D�W�L�R�Q��63���$�V���R�I���������������)�,�1�5�$���V�X�S�H�U�Y�L�V�H�V���D�U�R�X�Q�G��������������
�P�H�P�E�H�U���I�L�U�P�V���D�Q�G�������������������L�Q�G�L�Y�L�G�X�D�O���U�H�J�L�V�W�H�U�H�G���U�H�S�V��64 

Different Standards of Care: Inv estment Advisers Versus Broker -Dealers  
Investment advisers and broker-dealers play similar roles with regard to helping retail and institutional investors 
make financial decisions. However, they are subject to different standards of care, with tighter standards for SEC-
registered investment advisers:  

�x Fiduciary standard for SEC-registered investment advisers�³ an investment adviser is a fiduciary whose duty is 
to serve the best interests of its clients and fulfill the duties of loyalty and care. Fiduciaries are obligated to 
�S�O�D�F�H���F�O�L�H�Q�W�V�·���L�Q�W�H�U�H�V�W�V���D�K�H�D�G���R�I���W�K�H�L�U���R�Z�Q�� 

�x Suitability standard for broker-dealers�³ the suitability standard generally requires a broker-dealer to make 
recommendations that are consistent with the interests of its customers. 

Research cited by the SEC shows that retail investors generally do not understand the difference between 
investment advisers and broker-dealers or their different standards of care. Aiming to improve the quality and 
transparency of financial advice, the SEC finalized a package of rules, including Regulation Best Interest (17 C.F.R. 
§240), in 2019. 
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�E�\���D���T�X�D�O�L�I�L�H�G���F�X�V�W�R�G�L�D�Q���Z�K�R���P�D�L�Q�W�D�L�Q�V���S�R�V�V�H�V�V�L�R�Q���D�Q�G���F�R�Q�W�U�R�O���R�I���W�K�H���D�V�V�H�W�V�����,�Q���W�K�H���S�D�V�W���������\�H�D�U�V����
�I�L�Q�D�Q�F�L�D�O���F�X�V�W�R�G�\���K�D�V���H�Y�R�O�Y�H�G���I�U�R�P���D���V�\�V�W�H�P���R�I���V�H�O�I���F�X�V�W�R�G�\���W�R���F�X�V�W�R�G�L�D�Q�V���S�O�D�\�L�Q�J���N�H�\���F�R�P�S�R�Q�H�Q�W��
�R�I���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���R�S�H�U�D�W�L�R�Q�V�����7�R�G�D�\�����I�R�X�U���E�D�Q�N�V�����%�1�<���0�H�O�O�R�Q�����-���3�����0�R�U�J�D�Q�����6�W�D�W�H���6�W�U�H�H�W�����D�Q�G��
�&�L�W�L�J�U�R�X�S�����V�H�U�Y�L�F�H���D�U�R�X�Q�G�������������W�U�L�O�O�L�R�Q���R�I���J�O�R�E�D�O���D�V�V�H�W�V���X�Q�G�H�U���F�X�V�W�R�G�\��66�� 

                                                 
https://www.sec.gov/files/OCIE%202019%20Priorities.pdf.  

60��15 U.S.C. §78c - Section 3(a)(4)(A).  
61��15 U.S.C. §78c - Section 3(a)(5)(A).  

62 Depending on the nature of the broker-dealer activities, they could be subject to the requirements of the Financial 

Industry Regulatory Authority, national securities exchanges, or the Municipal Securities Rulemaking Board. SEC, 

Division of Trading and Markets, Guide to Broker-Dealer Registration, Investor Publications, April 2008, at 

https://www.sec.gov/reportspubs/investor-publications/divisionsmarketregbdguidehtm.html#III.  

63 �)�,�1�5�$�����³About FINRA���´���D�W��https://www.finra.org/about.  

64 �)�,�1�5�$�����³�.�H�\���6�W�D�W�L�V�W�L�F�V���I�R�U�������������´���D�W��https://www.finra.org/newsroom/statistics.  

65 §17(f) of the Investment Company Act and 17 C.F.R. §§270.17f-1-270.17f-7; 17 CFR §275.206(4)-2. 

66 Fidelity Digital Assets, Custody in the Age of Digital Assets, October 2018, at https://www.fidelitydigitalassets.com/

bin-public/060_www_fidelity_com/documents/FDAS/custody-in-the-age-of-digital-assets.pdf. 
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77 Con�W�H�Q�W���R�I���W�K�H���W�H�[�W�E�R�[���W�D�N�H�Q���I�U�R�P���6�(�&�����³What We Do���´���D�W��https://www.sec.gov/Article/whatwedo.html. 

78 �6�(�&�����³�)�D�V�W���$�Q�V�Z�H�U�V����Investment Company Registration and Regulation Package���´���D�W���K�W�W�S�V�������Z�Z�Z���V�H�F���J�Rv/

investment/fast-answers/divisionsinvestmentinvcoreg121504htm.html#P46_2920. 

79 �6�(�&�����³Investment Company Registration and Regulation Package���´���D�W��https://www.sec.gov/investment/fast-answers/

divisionsinvestmentinvcoreg121504htm.html. 
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The Laws That Govern  the Asset Management Industry  
Investment Company Act of 1940 ( P.L. 76-768) 

This act regulates the organization of investment companies, and is designed to minimize conflicts of interest. The 
act requires investment companies to disclose their financial conditions and investment policies to investors. The 
act focuses on public disclosure of information about the fund and its investment objectives, as well as information 
on investment company structure and operations. The act does not permit the SEC to directly supervise the 
investment decisions or activities of these companies or judge the merits of their investments. 

Investment Advi sers Act of 1940 ( P.L. 76-768) 

This act regulates investment advisers. It generally requires that firms or sole practitioners compensated for 
advising others about securities investments register with the SEC and conform to regulations designed to protect 
investors. Since the act was amended in 1996 and 2010, generally only advisers who have at least $100 million of 
assets under management or advise a registered investment company must register with the SEC. 

Securities Act of 1933  (P.L. 73-22) 

This act is also referred to as the truth in securities law. It (1) requires that investors receive financial and other 
significant information concerning securities being offered for public sale and (2) prohibits deceit, 
misrepresentations, and other fraud in the sale of securities. 

Securities Exchange Act of 1934  (P.L. 73-291) 

This act created the SEC and empowers it with broad authority over all aspects of the securities industry. This act 
gave the SEC the authority to register, regulate, and oversee brokerage firms, transfer agents, and clearing 
agencies as well as the nation�·�V securities self-regulatory organizations, including various securities exchanges and 
the Financial Industry Regulatory Authority. The act also identifies and prohibits certain types of conduct in the 
markets and provides the SEC with disciplinary powers over regulated entities and persons associated with them. 

Asset Management Risks and Regulation Compared With Banking 

�$�I�W�H�U���W�K�H�����������������������I�L�Q�D�Q�F�L�D�O���F�U�L�V�L�V�����&�R�Q�J�U�H�V�V���G�L�U�H�F�W�H�G���P�R�U�H���D�W�W�H�Q�W�L�R�Q���W�R�Z�D�U�G���I�L�Q�D�Q�F�L�D�O���V�H�U�Y�L�F�H�V��
�V�H�F�W�R�U���U�L�V�N�V���D�Q�G���S�R�O�L�F�\���V�R�O�X�W�L�R�Q�V�����,�Q���V�R�P�H���F�R�Q�J�U�H�V�V�L�R�Q�D�O���G�L�V�F�X�V�V�L�R�Q�V�����U�L�V�N�V���L�Q���W�K�H���E�D�Q�N�L�Q�J���D�Q�G��
�D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�L�H�V���Z�H�U�H���M�R�L�Q�W�O�\���G�H�E�D�W�H�G��80���$�O�W�K�R�X�J�K���V�L�P�L�O�D�U�L�W�L�H�V���H�[�L�V�W���E�H�W�Z�H�H�Q���W�K�H���W�Z�R��
�L�Q�G�X�V�W�U�L�H�V�¶���I�L�Q�D�Q�F�L�D�O���U�L�V�N�V�����W�K�H�U�H���D�U�H���I�X�Q�G�D�P�H�Q�W�D�O���G�L�I�I�H�U�H�Q�F�H�V�����7�K�H�V�H���G�L�I�I�H�U�H�Q�F�H�V���D�U�H���G�H�U�L�Y�H�G���I�U�R�P��
�W�K�H���L�Q�G�X�V�W�U�L�H�V�¶���G�L�I�I�H�U�H�Q�W���E�X�V�L�Q�H�V�V���P�R�G�H�O�V�����U�L�V�N���F�R�Q�W�U�R�O�V�����D�Q�G���U�L�V�N���P�L�W�L�J�D�W�L�R�Q���E�D�F�N�V�W�R�S�V���� 

���•�Ž�—�•�,���Š�œ�Ž�•�1���Ž�›�œ�ž�œ�1���›�’�—�Œ�’�™�Š�•�,���Š�œ�Ž�•�1���˜�•�Ž�•�œ 

�7�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���I�U�D�P�H�Z�R�U�N���L�V���D�Q���D�J�H�Q�W���E�D�V�H�G���P�R�G�H�O���W�K�D�W���V�H�S�D�U�D�W�H�V���L�Q�Y�H�V�W�P�H�Q�W��
�P�D�Q�D�J�H�P�H�Q�W���I�X�Q�F�W�L�R�Q�V���I�U�R�P���L�Q�Y�H�V�W�P�H�Q�W���R�Z�Q�H�U�V�K�L�S��81���7�K�L�V���L�V���G�L�I�I�H�U�H�Q�W���I�U�R�P���W�K�H���S�U�L�Q�F�L�S�D�O���E�D�V�H�G��
�P�R�G�H�O���I�R�U���E�D�Q�N�L�Q�J�����L�Q���Z�K�L�F�K���E�D�Q�N�V���R�Z�Q���D�Q�G���U�H�W�D�L�Q���W�K�H���D�V�V�H�W�V���D�Q�G���U�L�V�N�V�����,�Q���P�D�Q�\���Z�D�\�V�����D�V�V�H�W��
�P�D�Q�D�J�H�U�V���D�U�H���Y�L�H�Z�H�G���D�V���D�J�H�Q�W�V���W�K�D�W���S�H�U�I�R�U�P���L�Q�Y�H�V�W�P�H�Q�W���P�D�Q�D�J�H�P�H�Q�W���V�H�U�Y�L�F�H�V�����7�K�H�\���D�U�H��
�F�R�P�S�H�Q�V�D�W�H�G���W�K�U�R�X�J�K���V�H�U�Y�L�F�H���R�U���S�H�U�I�R�U�P�D�Q�F�H���I�H�H�V�����E�X�W���R�W�K�H�U�Z�L�V�H���W�K�H�\���D�U�H���L�Q�V�X�O�D�W�H�G���I�U�R�P���W�K�H��
�L�Q�Y�H�V�W�P�H�Q�W���U�H�W�X�U�Q�V���R�U���W�K�H�L�U���F�O�L�H�Q�W�V�¶���D�F�F�R�X�Q�W���O�R�V�V�H�V��82���%�H�F�D�X�V�H���W�K�H�L�U���F�O�L�H�Q�W�V�¶���D�V�V�H�W�V���D�U�H���Q�R�W���R�Z�Q�H�G���E�\��
�W�K�H���I�X�Q�G�V�����D�V�V�H�W���P�D�Q�D�J�H�U�V���U�R�X�W�L�Q�H�O�\���H�[�L�W���W�K�H���P�D�U�N�H�W���Z�L�W�K�R�X�W���V�L�J�Q�L�I�L�F�D�Q�W���P�D�U�N�H�W���L�P�S�D�F�W��83�� 

                                                 
80 Testimony of former SEC Commissioner Paul Atkins, in U.S. Congress, House Committee on Financial Services, 

The Dodd-Frank Act Five Years Later: Are We More Stable?, hearings 114th Cong., 1st sess., July 9, 2015, Serial No. 

114-39, H.Hrg. 97-151 (Washington, DC: GPO, 2016) at https://www.govinfo.gov/content/pkg/CHRG-114hhrg97151/

pdf/CHRG-114hhrg97151.pdf. 

81 For explanations on the principal-agent paradigm, see former �6�(�&���D�V�V�L�V�W�D�Q�W���F�K�L�H�I���H�F�R�Q�R�P�L�V�W���6�W�H�Z�D�U�W���0�D�\�K�H�Z�¶�V��
�S�U�H�V�H�Q�W�D�W�L�R�Q�����³�&�R�Q�I�O�L�F�W���R�I���,�Q�W�H�U�H�V�W���$�P�R�Q�J���0�D�U�N�H�W���,�Q�W�H�U�P�H�G�L�D�U�L�H�V���´���D�W��https://www.sec.gov/about/offices/oia/

oia_market/conflict.pdf.  

82 Except in some cases, such as hedge funds, as discussed previously on p. 7. 

83 Former SEC Chair �0�D�U�\���-�R���:�K�L�W�H���V�S�H�H�F�K�����³�(�Q�K�D�Q�F�L�Q�J���5�L�V�N���0�R�Q�L�W�R�U�L�Q�J���D�Q�G���5�H�J�X�O�D�W�R�U�\���6�D�I�H�J�X�D�U�G�V���I�R�U���W�K�H���$�V�V�H�W��
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�(�Y�H�Q���Z�K�H�Q���X�Q�G�H�U���P�D�U�N�H�W���V�W�U�H�V�V�����W�K�H���U�L�V�N�V���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���D�V�V�H�W���P�D�Q�D�J�H�U�V���Z�L�Q�G�L�Q�J���G�R�Z�Q���G�L�I�I�H�U��
�J�U�H�D�W�O�\���I�U�R�P���W�K�R�V�H���D�V�V�R�F�L�D�W�H�G���Z�L�W�K���E�D�Q�N���O�L�T�X�L�G�D�W�L�R�Q�V�����:�K�H�U�H�D�V���E�D�Q�N���I�D�L�O�X�U�H�V���P�D�\���O�H�D�G���W�R��
�J�R�Y�H�U�Q�P�H�Q�W���I�L�Q�D�Q�F�L�D�O���L�Q�W�H�U�Y�H�Q�W�L�R�Q���I�R�U���H�L�W�K�H�U���U�H�F�R�Y�H�U�\���R�U���U�H�V�R�O�X�W�L�R�Q�����D�V�V�H�W���P�D�Q�D�J�H�U�V���G�R���Q�R�W���R�Z�Q���R�U��
�J�X�D�U�D�Q�W�H�H���F�O�L�H�Q�W���D�V�V�H�W�V��84���7�K�H�L�U���F�O�L�H�Q�W�V���E�H�D�U���L�Q�Y�H�V�W�P�H�Q�W���S�H�U�I�R�U�P�D�Q�F�H���U�L�V�N�V���D�Q�G���F�D�Q���G�L�U�H�F�W�O�\���W�U�D�Q�V�I�H�U��
�D�V�V�H�W�V���R�X�W���R�I���I�D�L�O�L�Q�J���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���I�L�U�P�V�����:�L�W�K���W�K�D�W���V�D�L�G�����P�D�F�U�R���S�U�X�G�H�Q�W�L�D�O���W�R�R�O�V���I�R�U���G�H�W�H�F�W�L�Q�J��
�D�Q�G���P�L�W�L�J�D�W�L�Q�J���V�\�V�W�H�P�L�F���U�L�V�N�V���L�Q���W�K�H���E�D�Q�N�L�Q�J���V�H�F�W�R�U���K�D�Y�H���E�H�H�Q���F�R�Q�V�L�G�H�U�H�G���I�R�U���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W��
�I�L�U�P�V�����)�R�U���H�[�D�P�S�O�H�����W�K�H���'�R�G�G���)�U�D�Q�N���$�F�W���P�D�Q�G�D�W�H�G���W�K�H���6�(�&���L�P�S�O�H�P�H�Q�W���D�Q�Q�X�D�O���V�W�U�H�V�V���W�H�V�W�L�Q�J���I�R�U��
�F�H�U�W�D�L�Q���D�V�V�H�W���P�D�Q�D�J�H�U�V��85�� 

Disclosure Requirements 

�'�L�V�F�O�R�V�X�U�H���U�H�T�X�L�U�H�P�H�Q�W�V���D�U�H���W�K�H���F�R�U�Q�H�U�V�W�R�Q�H���R�I���V�H�F�X�U�L�W�L�H�V���U�H�J�X�O�D�W�L�R�Q��86���7�K�H���S�X�U�S�R�V�H�V���R�I���D�Q�G��
�U�H�T�X�L�U�H�P�H�Q�W�V���I�R�U���G�L�V�F�O�R�V�X�U�H���G�L�I�I�H�U���I�R�U���S�X�E�O�L�F���D�Q�G���S�U�L�Y�D�W�H���I�X�Q�G�V�����3�X�E�O�L�F���I�X�Q�G�V���Q�R�U�P�D�O�O�\���S�U�R�Y�L�G�H��
�S�X�E�O�L�F���G�L�V�F�O�R�V�X�U�H�V���W�R���L�Q�I�R�U�P���L�Q�Y�H�V�W�R�U�V�����3�U�L�Y�D�W�H���I�X�Q�G�V���Q�R�U�P�D�O�O�\���S�U�R�Y�L�G�H���6�(�&���R�Q�O�\���G�L�V�F�O�R�V�X�U�H�V���W�K�D�W��
�D�O�O�R�Z���W�K�H���D�J�H�Q�F�\���W�R���P�R�Q�L�W�R�U���U�L�V�N�V���D�Q�G���L�Q�I�R�U�P���S�R�O�L�F�\�����Z�K�L�O�H���P�D�L�Q�W�D�L�Q�L�Q�J���F�R�Q�I�L�G�H�Q�W�L�D�O�L�W�\��87�� 

���ž�‹�•�’�Œ�1�� �’�œ�Œ�•�˜�œ�ž�›�Ž 

�3�X�E�O�L�F���G�L�V�F�O�R�V�X�U�H�V���D�O�O�R�Z���W�K�H���S�X�E�O�L�F���W�R���P�D�N�H���L�Q�I�R�U�P�H�G���M�X�G�J�P�H�Q�W�V���D�E�R�X�W���Z�K�H�W�K�H�U���W�R���L�Q�Y�H�V�W���L�Q��
�V�S�H�F�L�I�L�F���I�X�Q�G�V���E�\���H�Q�V�X�U�L�Q�J���W�K�D�W���L�Q�Y�H�V�W�R�U�V���U�H�F�H�L�Y�H���V�L�J�Q�L�I�L�F�D�Q�W���L�Q�I�R�U�P�D�W�L�R�Q���R�Q���W�K�H���I�X�Q�G�V�����7�K�H��
�G�L�V�F�O�R�V�X�U�H���E�D�V�H�G���U�H�J�X�O�D�W�R�U�\���S�K�L�O�R�V�R�S�K�\���L�V���F�R�Q�V�L�V�W�H�Q�W���Z�L�W�K���6�X�S�U�H�P�H���&�R�X�U�W���-�X�V�W�L�F�H���/�R�X�L�V���%�U�D�Q�G�H�L�V�¶�V��
�I�D�P�R�X�V���G�L�F�W�X�P���W�K�D�W���³�V�X�Q�O�L�J�K�W���L�V���V�D�L�G���W�R���E�H���W�K�H���E�H�V�W���R�I���G�L�V�L�Q�I�H�F�W�D�Q�W�V�����H�O�H�F�W�U�L�F���O�L�J�K�W���W�K�H���P�R�V�W���H�I�I�L�F�L�H�Q�W��
�S�R�O�L�F�H�P�D�Q���´88���3�X�E�O�L�F���G�L�V�F�O�R�V�X�U�H�V�����L�Q�F�O�X�G�L�Q�J���P�X�W�X�D�O���I�X�Q�G���D�Q�G���(�7�)���S�U�R�V�S�H�F�W�X�V�H�V�����D�U�H���D�Y�D�L�O�D�E�O�H���I�R�U��
�I�U�H�H���I�U�R�P���W�K�H���6�(�&���S�X�E�O�L�F���G�L�V�F�O�R�V�X�U�H���S�R�U�W�D�O��89���6�(�&���U�H�J�L�V�W�H�U�H�G���L�Q�Y�H�V�W�P�H�Q�W���D�G�Y�L�V�H�U�V�����I�R�U���H�[�D�P�S�O�H����
�D�U�H���D�O�V�R���U�H�T�X�L�U�H�G���W�R���S�X�E�O�L�F�O�\���U�H�S�R�U�W���W�K�H�L�U���E�X�V�L�Q�H�V�V���R�S�H�U�D�W�L�R�Q�V���D�Q�G���F�H�U�W�D�L�Q���G�L�V�F�L�S�O�L�Q�D�U�\���H�Y�H�Q�W�V��90�� 

�� �˜�—�™�ž�‹�•�’�Œ�1������ �,�˜�—�•�¢�1�� �’�œ�Œ�•�˜�œ�ž�›�Ž 

�$���Q�X�P�E�H�U���R�I���6�(�&���R�Q�O�\���U�H�S�R�U�W�L�Q�J���U�H�T�X�L�U�H�P�H�Q�W�V���D�S�S�O�\���W�R���S�X�E�O�L�F���D�Q�G���S�U�L�Y�D�W�H���I�X�Q�G�V���D�Q�G���W�K�H�L�U��
�D�G�Y�L�V�H�U�V�����7�K�H���S�U�L�Y�D�W�H���G�L�V�F�O�R�V�X�U�H�V���D�U�H���R�I�W�H�Q���I�R�U���S�X�U�S�R�V�H�V���R�I���U�H�J�X�O�D�W�R�U�\���U�H�Y�L�H�Z�����U�L�V�N���P�R�Q�L�W�R�U�L�Q�J�����D�Q�G��
�S�R�O�L�F�\�P�D�N�L�Q�J�����7�K�H���6�(�&���Q�R�U�P�D�O�O�\���G�R�H�V���Q�R�W���P�D�N�H���L�Q�I�R�U�P�D�W�L�R�Q���W�K�D�W���L�G�H�Q�W�L�I�L�H�V���D�Q�\���S�D�U�W�L�F�X�O�D�U��
�U�H�J�L�V�W�U�D�Q�W���S�X�E�O�L�F�O�\���D�Y�D�L�O�D�E�O�H�����D�O�W�K�R�X�J�K���L�W���F�D�Q���U�H�O�H�D�V�H���F�H�U�W�D�L�Q���L�Q�I�R�U�P�D�W�L�R�Q���L�Q���D�J�J�U�H�J�D�W�H���D�Q�G���X�V�H���W�K�H��

                                                 
�0�D�Q�D�J�H�P�H�Q�W���,�Q�G�X�V�W�U�\���´ December 11, 2014, at https://www.sec.gov/news/speech/2014-spch121114mjw#_ftn27. 

84 For more on banking liquidation, see CRS In Focus IF10716, Orderly Liquidation Authority, by David W. Perkins 

and Raj Gnanarajah.  

85 P.L. 111-203, §165(i)(2). 

86 For more details, see CRS In Focus IF11256, SEC Securities Disclosure: Background and Policy Issues, by Eva Su.  

87 Certain aggregated private disclosure data are also made public by the SEC. For example, Form PF information is 

�V�K�D�U�H�G���Z�L�W�K���W�K�H���S�X�E�O�L�F���L�Q���D�J�J�U�H�J�D�W�H���R�Q���D���T�X�D�U�W�H�U�O�\���E�D�V�L�V�����7�K�H���F�R�P�S�D�Q�L�H�V�¶���Q�D�P�H�V���D�Q�G���L�Q�G�L�Y�L�G�X�D�O���S�H�U�I�R�U�P�D�Q�F�H�V�����K�R�Z�H�Y�H�U����
are not disclosed to the public. In addition, public and private disclosures are not exclusively linked to public and 

private funds. For example, business development companies are not SEC-registered investment companies and thus 

are not subject to Investment Company Act public disclosure requirements. However, public offerings of their funds 

are subject to public disclosure requirements under the Exchange Act.  

88 �/�R�X�L�V���%�U�D�Q�G�H�L�V�����³�:�K�D�W���3�X�E�O�L�F�L�W�\���&�D�Q���'�R���´���&�K�D�S�W�H�U�������L�Q���2�W�K�H�U���3�H�R�S�O�H�¶�V���0�R�Q�H�\ (1932). First published in �+�D�U�S�H�U�¶�V��
Weekly, December 20, 1913. 

89 These reports are availa�E�O�H���W�K�U�R�X�J�K���W�K�H���6�(�&�¶�V���(�'�*�$�5���G�D�W�D�E�D�V�H�����Z�K�L�F�K���S�U�R�Y�L�G�H�V���I�U�H�H���S�X�E�O�L�F���D�F�F�H�V�V���W�R���F�R�U�S�R�U�D�W�H��
information, at https://www.sec.gov/edgar/searchedgar/companysearch.html. 

90 SEC, Investment Adviser Public Disclosure website, at https://www.adviserinfo.sec.gov. For more details on 

registered investment adviser public reporting, see SEC, Form ADV (Uniform Application for Investment Adviser 

Registration), Glossary, at https://www.investor.gov/additional-resources/general-resources/glossary/form-adv. 
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91 Form N-LIQUID for reporting liquidity positions at open-end investment management companies. See SEC, Form 
N-LIQUID: Current Report Open-End Management Investment Company Liquidity, SEC no. 2941, at 

https://www.sec.gov/files/formn-liquid.pdf. 

92 SEC, Reporting by Investment Advisers to Private Funds and Certain Commodity Pool Operators and Commodity 
Trading Advisors on Form PF, at https://www.sec.gov/rules/final/2012/ia-3308-secg.htm. 

93 For more details on the statutes and definitions, see Eric Smith, Venable LLP, �³Investor Qualification: A Primer,�´��
January 2016, at https://www.venable.com/insights/publications/2016/01/investor-qualification-a-primer. 

94 For more information, see CRS In Focus IF11278, Accredited Investor Definition and Private Securities Markets, by 

Eva Su.  

95 §205-3(a) of Investment Advisers Act of 1940.  

96 §2(a)(51)(A) of the Investment Company Act of 1940. 

97 SEC, OCIE, 2019 Examination Priorities, at https://www.sec.gov/files/OCIE%202019%20Priorities.pdf. 

98 FINRA, for example, conducts examination on broker-�G�H�D�O�H�U�V�����)�,�1�5�$�����³�����������$�Q�Q�X�D�O���5�L�V�N���0�R�Q�L�W�R�U�L�Q�J���D�Q�G��
�(�[�D�P�L�Q�D�W�L�R�Q���3�U�L�R�U�L�W�L�H�V���/�H�W�W�H�U���´���-�Dnuary 22, 2019, at http://www.finra.org/industry/2019-annual-risk-monitoring-and-

examination-priorities-letter.  
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�W�U�D�Q�V�D�F�W�L�R�Q���L�V�V�X�H�V�����2�S�H�U�D�W�L�R�Q�D�O���U�L�V�N�V���D�U�H���H�V�S�H�F�L�D�O�O�\���L�P�S�R�U�W�D�Q�W���I�R�U���W�K�H���D�V�V�H�W��
�P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���E�H�F�D�X�V�H���W�K�H���L�Q�G�X�V�W�U�\���P�D�Q�D�J�H�V���F�O�L�H�Q�W���D�F�F�R�X�Q�W�V�����$�F�F�X�U�D�W�H��
�F�O�L�H�Q�W���D�F�F�R�X�Q�W���U�H�F�R�U�G�N�H�H�S�L�Q�J���D�Q�G���W�U�D�Q�V�I�H�U�����D�V�V�H�W���V�D�I�H�J�X�D�U�G�V�����L�Q�I�R�U�P�D�W�L�R�Q���V�K�D�U�L�Q�J����
�D�Q�G���F�\�E�H�U�V�H�F�X�U�L�W�\���D�U�H���V�R�P�H���D�U�H�D�V���R�I���R�S�H�U�D�W�L�R�Q�D�O���L�P�S�R�U�W�D�Q�F�H���� 

�x �(�[�D�P�S�O�H�V���R�I���P�L�W�L�J�D�W�L�R�Q���F�R�Q�W�U�R�O�V�����7�K�H���6�(�&�¶�V���F�X�V�W�R�G�\���U�X�O�H���U�H�T�X�L�U�H�V���U�H�J�L�V�W�H�U�H�G��
�L�Q�Y�H�V�W�P�H�Q�W���D�G�Y�L�V�H�U�V���W�R���H�Q�J�D�J�H���T�X�D�O�L�I�L�H�G���F�X�V�W�R�G�L�D�Q�V���W�R�����������K�D�Y�H���S�R�V�V�H�V�V�L�R�Q���D�Q�G��
�F�R�Q�W�U�R�O���R�I���D�V�V�H�W�V�������������X�Q�G�H�U�J�R���D�Q�Q�X�D�O���V�X�U�S�U�L�V�H���H�[�D�P�L�Q�D�W�L�R�Q�V�������������K�D�Y�H���D���T�X�D�O�L�I�L�H�G��
�F�X�V�W�R�G�L�D�Q���P�D�L�Q�W�D�L�Q�L�Q�J���F�O�L�H�Q�W���D�V�V�H�W�V�����D�Q�G�����������V�H�Q�G���D�F�F�R�X�Q�W���V�W�D�W�H�P�H�Q�W�V���G�L�U�H�F�W�O�\���W�R��
�W�K�H���F�O�L�H�Q�W�V���L�Q�V�W�H�D�G���R�I���W�R���I�X�Q�G�V�����D�P�R�Q�J���R�W�K�H�U���U�H�T�X�L�U�H�P�H�Q�W�V��117 

 

                                                 
113 SEC Rule 22e-4 requires a fund to classify each of its portfolio investments into one of the following liquidity 

categories: highly liquid investments (an investment that can be converted to cash within three business days); 

moderately liquid investments (an investment that can be converted to cash within four to seven calendar days); less 

liquid investments (an investment that can be sold or disposed of in seven calendar days); and illiquid investments (an 

investment that cannot be sold or disposed of within seven calendar days). For more details, see SEC final rule, 

�³Investment Company Liquidity Risk Management Programs���´���2�F�W�R�E�H�U����������������������at https://www.sec.gov/rules/final/

2016/33-10233.pdf. 

114 �,�Q���D�G�G�L�W�L�R�Q���W�R���G�L�U�H�F�W���E�R�U�U�R�Z�L�Q�J�����G�H�U�L�Y�D�W�L�Y�H�V���S�U�R�G�X�F�W�V���F�R�X�O�G���D�O�V�R���E�H���X�V�H�G���I�R�U���³�V�\�Q�W�K�H�W�L�F���O�H�Y�H�U�D�J�H���´ 

115 Financial Stability Board, Policy Recommendations to Address Structural Vulnerabilities from Asset Management 
Activities, January 12, 2017, at http://www.fsb.org/2017/01/policy-recommendations-to-address-structural-

vulnerabilities-from-asset-management-activities/. 

116 15 U.S.C. §80a-18.  

117 Rule 206(4)-2 under the Investment Advisers Act of 1940. Also �V�H�H���³Custodians�´���V�H�F�W�L�R�Q���R�I���W�K�L�V���U�H�S�R�U�W���I�R�U���P�R�U�H��
details on custody services and their history.  
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Tabl e 3. Examples of  Risk Factors and Ri sk Mitigation  Controls  

Risk Factors  
Compliance and Risk 

Controls  
Examples of Strongly  

A ffected  Parties  How It W orks  

Investor 
Protection 

Risk transparency Disclosure requirements Public funds Requires public disclosure of portfolio composition and risks so that 
investors are informed 

Retail investor 
exposure 

Investor access 
restrictions 

Private funds Disallows ordinary retail investors to purchase private funds that are 
perceived as having higher risk than public funds  

Conflict of 
interest 

Fiduciary and suitability 
standards  

Broker-dealers and 
investment advisers 

Requires advisers to place the best interest of clients ahead of their 
own interests (i.e., sales commissions) 

Investment 
Portfolio Risk 

Liquidity Liquidity rules and daily 
NAV valuation 

Mutual funds Ensures the availability of liquid assets to meet investor redemption 
needs 

Leverage Leverage ratio 
requirements 

Business development 
companies 

Caps the amount investment companies could borrow to reduce 
portfolio risk and complexity for those funds that are selling to retail 
investors 

Operational Risk Asset safekeeping Custody rule Digital assets management Makes sure there is a third party custodian to safeguard and ensure the 
availability of investment portfolio assets  

Source:  CRS. 

Notes:  �´�(xamples of strongly affected parties�µ refer to the entities within the asset management ecosystem that are likely to be strongly affected by the risk control 
requirements. The column does not list all the affected parties. The table is for illustration purposes only and is not inclusive of all risk factors or mitigation controls. See 
�´�5�L�V�N���0�L�W�L�J�D�W�L�R�Q���D�Q�G���&�R�Q�W�U�R�O�V�µ��section of the report for explanation of the different factors in column one.  
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Recent Trends 
�2�Y�H�U���W�K�H���S�D�V�W���V�H�Y�H�U�D�O���G�H�F�D�G�H�V�����W�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���K�D�V���X�Q�G�H�U�J�R�Q�H���V�H�Y�H�U�D�O���F�K�D�Q�J�H�V���W�K�D�W��
�P�D�\���K�D�Y�H���L�P�S�R�U�W�D�Q�W���L�P�S�O�L�F�D�W�L�R�Q�V���I�R�U���S�X�E�O�L�F���S�R�O�L�F�\�����7�K�L�V���V�H�F�W�L�R�Q���G�L�V�F�X�V�V�H�V���D���Q�X�P�E�H�U���R�I���W�K�H�V�H��
�F�K�D�Q�J�H�V�����L�Q�F�O�X�G�L�Q�J�����������W�K�H���L�Q�G�X�V�W�U�\�¶�V���R�Y�H�U�D�O�O���J�U�R�Z�W�K�������������L�Q�F�U�H�D�V�H�G���U�H�O�L�D�Q�F�H���R�Q���F�D�S�L�W�D�O���P�D�U�N�H�W�V���I�R�U��
�I�L�Q�D�Q�F�L�Q�J���U�D�W�K�H�U���W�K�D�Q���E�D�Q�N���O�R�D�Q�V���E�\���$�P�H�U�L�F�D�Q���E�X�V�L�Q�H�V�V�H�V�������������D���V�K�L�I�W���I�U�R�P���D�F�W�L�Y�H���W�R���S�D�V�V�L�Y�H��
�L�Q�Y�H�V�W�P�H�Q�W���V�W�\�O�H�����D�Q�G�����������W�K�H���H�[�S�D�Q�V�L�R�Q���R�I���S�U�L�Y�D�W�H���V�H�F�X�U�L�W�L�H�V���P�D�U�N�H�W�V�� 

The Asset-Management Industry’s Growth 

�,�Q���W�K�H���S�D�V�W���W�Z�R���G�H�F�D�G�H�V�����W�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���K�D�V���J�U�R�Z�Q���V�L�J�Q�L�I�L�F�D�Q�W�O�\���E�H�F�D�X�V�H���R�I��
�L�Q�F�U�H�D�V�H�G���X�V�H���R�I���G�H�I�L�Q�H�G���F�R�Q�W�U�L�E�X�W�L�R�Q���U�H�W�L�U�H�P�H�Q�W���S�O�D�Q�V��118���D�V�V�H�W���D�S�S�U�H�F�L�D�W�L�R�Q�����D�Q�G���F�K�D�Q�J�H�V���L�Q��
�L�Q�Y�H�V�W�P�H�Q�W���V�W�\�O�H�V���D�Q�G���S�U�H�I�H�U�H�Q�F�H�V�����D�P�R�Q�J���R�W�K�H�U���W�K�L�Q�J�V�����V�H�H���)�L�J�X�U�H�������D�Q�G���)�L�J�X�U�H��������119���2�Y�H�U���W�K�H��
�S�D�V�W���������\�H�D�U�V�����L�Q�Y�H�V�W�R�U�V���K�D�Y�H���O�D�U�J�H�O�\���V�K�L�I�W�H�G���I�U�R�P���L�Q�Y�H�V�W�L�Q�J���G�L�U�H�F�W�O�\���W�K�H�P�V�H�O�Y�H�V���W�R���L�Q�Y�H�V�W�L�Q�J��
�L�Q�G�L�U�H�F�W�O�\���W�K�U�R�X�J�K���D�V�V�H�W���P�D�Q�D�J�H�U�V�����)�R�U���H�[�D�P�S�O�H�����L�Q���W�K�H�����������V�����D�O�P�R�V�W���D�O�O���F�R�U�S�R�U�D�W�H���H�T�X�L�W�L�H�V���Z�H�U�H��
�K�H�O�G���E�\���K�R�X�V�H�K�R�O�G�V���D�Q�G���Q�R�Q�S�U�R�I�L�W�V�����Z�K�H�U�H�D�V���L�Q���������������G�L�U�H�F�W���K�R�O�G�L�Q�J�V���E�\���L�Q�G�L�Y�L�G�X�D�O�V���P�D�G�H���X�S���O�H�V�V��
�W�K�D�Q�����������R�I���W�R�W�D�O���K�R�O�G�L�Q�J�V��120���6�R�P�H���D�U�J�X�H���W�K�D�W���W�K�H���S�H�U�F�H�Q�W�D�J�H���R�I���H�T�X�L�W�\���G�L�U�H�F�W�O�\���K�H�O�G���E�\��
�L�Q�G�L�Y�L�G�X�D�O�V���F�R�X�O�G���E�H���F�O�R�V�H�U���W�R����������121���$�V���D���U�H�V�X�O�W���R�I���W�K�H�V�H���F�K�D�Q�J�H�V�����D�V�V�H�W���P�D�Q�D�J�H�U�V���Q�R�Z���G�R�P�L�Q�D�W�H��
�W�K�H���L�Q�Y�H�V�W�P�H�Q�W���G�H�F�L�V�L�R�Q�P�D�N�L�Q�J���R�Q���E�H�K�D�O�I���R�I���U�H�W�D�L�O���L�Q�Y�H�V�W�R�U�V���D�Q�G���R�W�K�H�U���L�Q�V�W�L�W�X�W�L�R�Q�V�����7�K�H�L�U���L�Q�I�O�X�H�Q�F�H��
�R�Q���E�R�W�K���L�Q�Y�H�V�W�R�U�V���D�Q�G���W�K�H���F�R�P�S�D�Q�L�H�V���W�K�H�\���L�Q�Y�H�V�W���L�Q���K�D�V���H�[�S�D�Q�G�H�G���� 

Capital Market Financing Outpaces Bank Lending 

�7�K�H���L�P�S�R�U�W�D�Q�F�H���R�I���W�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���K�D�V���D�O�V�R���L�Q�F�U�H�D�V�H�G���E�H�F�D�X�V�H���R�I���F�K�D�Q�J�H�V���L�Q���W�K�H��
�U�H�O�D�W�L�Y�H���L�P�S�R�U�W�D�Q�F�H���R�I���W�K�H���F�D�S�L�W�D�O���P�D�U�N�H�W�V���D�Q�G���E�D�Q�N�V�����6�S�H�F�L�I�L�F�D�O�O�\�����J�U�R�Z�W�K���L�Q���F�D�S�L�W�D�O���P�D�U�N�H�W�V��
�I�L�Q�D�Q�F�L�Q�J�����L���H�������W�K�H���L�V�V�X�D�Q�F�H���R�I���E�R�Q�G�V���D�Q�G���R�W�K�H�U���G�H�E�W���V�H�F�X�U�L�W�L�H�V�����V�L�J�Q�L�I�L�F�D�Q�W�O�\���R�X�W�S�D�F�H�G���J�U�R�Z�W�K���L�Q��
�E�D�Q�N���O�R�D�Q�V�����)�L�J�X�U�H���������� 

                                                 
118 For more information, see Sebastian Devlin-Foltz, Alice M. Henriques, and John Sabelhaus, The Evolution of 
Retirement Wealth, Board of Governors of the Federal Reserve System, 2015, at https://www.federalreserve.gov/

econresdata/feds/2015/files/2015009pap.pdf. 

119 Popular defined-contribution retirement plans include 401(k) plans and individual retirement accounts (IRAs). 

120 Jonathan Berk and Jules Binsbergen, New Special Study of the Securities Markets: Financial Intermediaries, July 

14, 2018, at https://www.law.columbia.edu/sites/default/files/microsites/capital-markets/berk-vanbinsbergen-

final_draft.pdf. 

121 Ibid.  
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Figure 4. Nonfinancial Business Financing: A Comparison  
Capital Market Financing Versus Bank Loans 

 
Source:  International Monetary Fund. 

Notes:  Capital market financing refers to bonds and other debt securities, but not equity securities. Loans refer 
to bank loans.  
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�K�R�O�G�H�U�V���R�I���V�X�F�K���E�R�Q�G�V���D�Q�G���G�H�E�W���V�H�F�X�U�L�W�L�H�V�����)�R�U���H�[�D�P�S�O�H�����P�X�W�X�D�O���I�X�Q�G�V���D�Q�G���(�7�)�V���K�H�O�G���D�E�R�X�W����������
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����������122���7�K�H���,�Q�W�H�U�Q�D�W�L�R�Q�D�O���0�R�Q�H�W�D�U�\���)�X�Q�G�����,�0�)�����K�D�V���R�E�V�H�U�Y�H�G���W�K�D�W���W�K�L�V���V�K�L�I�W���P�D�\���E�H���D�W�W�U�L�E�X�W�D�E�O�H��
�W�R���W�L�J�K�W�H�U���E�D�Q�N�L�Q�J���U�H�J�X�O�D�W�L�R�Q�����U�L�V�L�Q�J���F�R�P�S�O�L�D�Q�F�H���F�R�V�W�V�����D�Q�G���E�D�Q�N���G�H�O�H�Y�H�U�D�J�L�Q�J���I�R�O�O�R�Z�L�Q�J���W�K�H������������
�����������I�L�Q�D�Q�F�L�D�O���F�U�L�V�L�V��123���$�V���)�L�J�X�U�H�������L�O�O�X�V�W�U�D�W�H�V�����8���6�����F�D�S�L�W�D�O���P�D�U�N�H�W�V���S�O�D�\���D���P�X�F�K���P�R�U�H���G�R�P�L�Q�D�Q�W��
�U�R�O�H���L�Q���E�X�V�L�Q�H�V�V���I�L�Q�D�Q�F�L�Q�J���U�H�O�D�W�L�Y�H���W�R���W�K�H���(�X�U�R���D�U�H�D�� 

Active to Passive Investment Style Shift 

�7�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���K�D�V���D�O�V�R���Z�L�W�Q�H�V�V�H�G���D���W�U�H�Q�G���D�Z�D�\���I�U�R�P���D�F�W�L�Y�H���D�Q�G���W�R�Z�D�U�G���S�D�V�V�L�Y�H��
�P�D�Q�D�J�H�P�H�Q�W�����Z�K�H�U�H�E�\���D�V�V�H�W���P�D�Q�D�J�H�U�V���G�R���Q�R�W���D�F�W�L�Y�H�O�\���V�H�O�H�F�W���I�X�Q�G�V�¶���S�R�U�W�I�R�O�L�R���D�V�V�H�W�V�����L�Q�V�W�H�D�G��
�S�H�J�J�L�Q�J���L�Q�Y�H�V�W�P�H�Q�W�V���W�R���D�Q���L�Q�G�H�[�����V�X�F�K���D�V���W�K�H���6�	�3�������������,�Q���U�H�F�H�Q�W���\�H�D�U�V�����S�D�V�V�L�Y�H���L�Q�Y�H�V�W�P�H�Q�W��
�W�K�U�R�X�J�K���L�Q�G�H�[���P�X�W�X�D�O���I�X�Q�G�V���D�Q�G���(�7�)�V���K�D�V���G�L�V�S�O�D�F�H�G���D�F�W�L�Y�H���L�Q�Y�H�V�W�P�H�Q�W�����)�L�J�X�U�H��������124���7�K�L�V���W�U�H�Q�G��
�K�D�V���P�R�V�W�O�\���E�H�H�Q���G�U�L�Y�H�Q���E�\���S�D�V�V�L�Y�H���I�X�Q�G�V�¶���O�R�Z�H�U���F�R�V�W�V���W�K�U�R�X�J�K���P�D�Q�D�J�H�P�H�Q�W���I�H�H���V�D�Y�L�Q�J�V���D�Q�G��
�V�X�S�H�U�L�R�U���S�H�U�I�R�U�P�D�Q�F�H�����$�F�F�R�U�G�L�Q�J���W�R���D�������������6�	�3���*�O�R�E�D�O���V�W�X�G�\�����I�R�U���H�[�D�P�S�O�H�����D�F�W�L�Y�H���V�W�R�F�N��
�P�D�Q�D�J�H�U�V���X�Q�G�H�U�S�H�U�I�R�U�P�H�G���W�K�H�L�U���S�D�V�V�L�Y�H���I�X�Q�G���W�D�U�J�H�W�V���P�R�U�H���W�K�D�Q�����������R�I���W�K�H���W�L�P�H���R�Y�H�U�������\�H�D�U��������
�\�H�D�U�����D�Q�G���������\�H�D�U���S�H�U�L�R�G�V��125�� 

                                                 
122 IMF, Vulnerabilities in a Maturing Credit Cycle, Global Financial Stability Report, April 2019, at 

https://www.imf.org/en/Publications/GFSR/Issues/2019/03/27/Global-Financial-Stability-Report-April -2019. 

(Hereinafter IMF, Global Financial Stability Report, April 2019.) 

123 Global Financial Stability Report, April 2019. 

124 This trend applies only to the equity markets. The bond markets did not experience the migration of investment 

styles from active to passive. Bank for International Settlements, The Implications of Passive Investing for Securities 
Markets, March, 2018, at https://www.bis.org/publ/qtrpdf/r_qt1803j.pdf. 

125 S&P Global, SPIVA U.S. Scorecard, September 15, 2016, at https://www.spglobal.com/our-insights/SPIVA-US-

Scorecard.html. 



Capital Markets: Asset Management and Related Policy Issues 

 

Congressional Research Service   26 

Figure 5. Cumulative Flows into Passive and Active Equity Funds  
($ Billions) 

 
Source:  J.P. Morgan Quantitative and Derivatives Strategy and EPFR Global.  
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126 Price discovery is the process by which buyers and sellers determine the price of a security. It involves markets, 

�P�D�U�N�H�W���S�D�U�W�L�F�L�S�D�Q�W�V�����D�Q�G���L�Q�I�R�U�P�D�W�L�R�Q�����)�R�U���P�R�U�H���G�H�W�D�L�O�V�����V�H�H���6�L�P�R�Q���&�R�Q�V�W�D�E�O�H�����³�:�K�D�W���,�V���µ�3�U�L�F�H���'�L�V�F�R�Y�H�U�\�¶���D�Q�G���:�K�\��
�'�R�H�V���,�W���0�D�W�W�H�U�"�´��Wall Street Journal, January 8, 2017, at https://www.wsj.com/articles/what-is-price-discovery-and-

why-does-it-matter-1483930860.  

127 �5�R�E�L�Q���:�L�J�J�O�H�V�Z�R�U�W�K�����³ETF Growth Is in Danger of Devouring Capitalism���´��Financial Times, February 4, 2018, at 

https://www.ft.com/content/09cb4a5e-e4dc-11e7-a685-5634466a6915. 

128 Liquidity transformation refers to the creation of liquid claims against illiquid assts. Kenechukwu Anadu et al., The 
Shift from Active to Passive Investing: Potential Risks to Financial Stability?, Board of Governors of the Federal 

Reserve System, Finance and Economics Discussion Series no. 2018-060, 2018, at https://doi.org/10.17016/

FEDS.2018.060. 

129 Companies turn to capital markets to raise funding from investors. This process is referred to as a securities offering. 
Similar to public and private funds, public securities offerings are open to a wide range of investors and must meet 

comprehensive registration requirements imposed by the SEC, whereas private securities offerings are exempt from 

certain SEC registration requirements and face investor access restrictions. 
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Figure 6. New Capital Rais ed in Public and Private Securities Markets, 2009 -2018 

 
Source:  SEC. 

Notes: Dollar figures are not inflation adjusted. 
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130 �6�(�&�����³�)�D�V�W���$�Q�V�Z�H�U�����,�Q�W�H�U�Y�D�O���)�X�Q�G�V���´���D�W��https://www.sec.gov/fast-answers/answersmfinterhtm.html. 

131 U.S. Treasury, A Financial System That Creates Economic Opportunities Capital Markets, October 2017, at 

https://www.treasury.gov/press-center/press-releases/documents/a-financial-system-capital-markets-final-final.pdf.  

132 Concept releases are SEC publications to solicit public inputs before potential rulemaking, often viewed as singles 

of upcoming reforms. SEC, Concept Release on Harmonization of Securities Offering Exemptions, June 18, 2019, at 

https://www.sec.gov/rules/concept/2019/33-10649.pdf. 

133 For more details, see CRS In Focus IF10700, Introduction to Financial Services: Systemic Risk, by Marc Labonte. 
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Stress Testing for Asset Management Firms  
Stress testing generally refers to a forward-looking quantitative evaluation of the impact of stressful economic and 
financial market conditions. As part of the broader legislative response to the 2007-2009 financial crisis, the Dodd-
Frank Act requires regulators to establish stress tests for banks and certain asset management firms. The SEC is 
responsible for establishing stress testing methodologies for broker-dealers, registered investment companies, and 
registered investment advisers with $10 billion or more in total consolidated assets. The stress tests are to 
include baseline, adverse, and severely adverse scenarios, and the results of the stress testing must be reported to 
the SEC and the Federal Reserve Board.  

As part of the SEC�·�V�������������0MF reform, MMFs are required to test their abilities to maintain weekly liquid assets 
of at least 10% and to minimize principal volatility in response to several SEC-defined hypothetical stress scenarios, 
including: (1) increases in the level of short-term interest rates, (2) the downgrade or default of particular 
portfolio security positions, and (3) the widening of spreads in various sectors.150  

The SEC has not yet implemented the Dodd-Frank Act stress-testing requirements for asset managers. A 2017 
Treasury Department report states that the Treasury does not support the use of banking sector prudential stress 
testing on investment advisers and investment companies because the MMF reform stress testing requirements 
�D�O�U�H�D�G�\���´�V�D�W�L�V�I�\���W�K�H���V�S�L�U�L�W���R�I�µ���W�K�H���'�R�G�G-�)�U�D�Q�N���$�F�W�·�V���V�W�U�H�V�V���Westing requirements.151 In the 116th Congress, the 
Alleviating Stress Test Burden to Help Investors Act (H.R. 3987) would exempt nonbanks from certain Dodd-
Frank stress test requirements. There are also others who support stress tests as an important systemic risk 
mitigation tool.  

Exchange-Traded Funds 
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152 iShares, iShares 2018 ETF and Derivatives Guide, at https://www.ishares.com/us/resources/institutional-investors/

etf-derivatives-guide. 

153 For more details, see CRS Report R45318, Exchange-Traded Funds (ETFs): Issues for Congress, by Eva Su.  

154 Ananth Madhavan, Exchange-Traded Funds and the New Dynamics of Investing (New York, NY: Oxford 

University Press, 2016). 

155 Ibid. 

156 SEC Rule 6c-11, at https://www.sec.gov/rules/final/2019/33-10695.pdf.  

157 Securities Industry and Financial Markets Association ���6�,�)�0�$�������³Leveraged Lending FAQ & Fact Sheet���´���D�W��
https://www.sifma.org/resources/research/leveraged-lending-faq-fact-sheet/. For a more detailed definition, see Federal 

Reserve, FDIC, and OCC, Interagency Guidance on Leveraged Lending, March 21, 2013, at 
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Table 4. U.S. Leveraged Loan Risk Characteristics  

U.S. Leveraged Loan Market Charact eristics  2007 2018 

Outstanding Leveraged Loans ($ billions) $554 $1,147 

U.S. Issuance (percent of global issuance) 66.9% 75.8% 

Covenant Quality Index 2.6 4.1 

Covenant Lite Share (percent of new issuance) 29.2% 84.7% 

Total Debt/EBITDA (times) 4.9 5.3 

Source:  IMF, Global Financial Stability Report, April 2019. 

                                                 
2019, at https://www.bgov.com/core/news/#!/articles/PQ4HZD6JIJUZ.  

160 �7�K�H���³�F�R�Y�H�Q�D�Q�W���O�L�W�H�´���O�R�D�Q�V���D�U�H���O�H�Q�G�L�Q�J���F�R�Q�W�U�D�F�W�V���W�K�D�W���O�D�F�N���L�Q�Y�H�V�W�R�U���S�U�R�W�H�F�W�L�R�Q���I�H�D�W�X�U�H�V���R�U���V�D�I�H�J�X�D�U�G�V�����³�$���I�L�Q�D�Q�F�L�D�O��
covenant clause in a syndicated loan contract typically requires the borrower to pass regular financial fitness tests. 

Because the financial industry considers loan covenants a major device by which lenders can monitor loan repayment 

performance, many see this rise in covenant-�O�L�W�H���O�H�Q�G�L�Q�J���D�V���H�Y�L�G�H�Q�F�H���R�I���D���G�H�F�O�L�Q�H���L�Q���F�U�H�G�L�W���V�W�D�Q�G�D�U�G�V���´���(�G�L�V�R�Q���<�X����
�³�0�H�D�V�X�U�L�Q�J���&�R�Y-�/�L�W�H���5�L�J�K�W���´��Federal Reserve Bank of Philadelphia, 2018, at https://www.philadelphiafed.org/-/media/

research-and-data/publications/banking-trends/2018/bt-cov_lite.pdf?la=en.  

161 Nonbanks generally include asset managers, insurance companies, pension funds, and other non-depository financial 

intermediaries. Primary market refers to the market where a financial instrument is first created. Secondary market 

refers to the market where these instruments are traded. Data from IMF, Global Financial Stability Report, April 2019. 

162 IMF, Vulnerabilities in a Maturing Credit Cycle, April, 2019, at https://www.imf.org/en/Publications/GFSR/Issues/

2019/03/27/Global-Financial-Stability-Report-April -2019. 

163 Ibid. 

164 To redistribute the credit risk, collateralized loan obligations (CLOs) pool leveraged loans together in a portfolio and 

restructure the pool into different credit tranches often known as senior, mezzanine, and equity tranches, in order from 

highest to lowest payment priority, credit quality, and credit rating. Through this process, risks of the portfolio of loans 

are often redistributed to lower tranches and new high-credit-rating CLOs are formed out of the below-investment-

grade pools of leveraged loan assets. For more details, see National Association of Insurance Commissioners, 

Collateralized Loan Obligations Primer, at https://www.naic.org/capital_markets_archive/primer_180821.pdf. 

165 According to the Federal Reserve, as of year-end 2018, most U.S. CLOs are issued out of the Cayman Islands ($457 

billion or 74%). Of these issuances, 27% or $94 billion are held by mutual funds and other investment vehicles. Emily 

Liu and Tim Schmidt-Eise�Q�O�R�K�U�����³�:�K�R���2�Z�Q�V���8���6�����&�/�2���6�H�F�X�U�L�W�L�H�V�"�´��FEDS Notes, July 19, 2019, at 

https://www.federalreserve.gov/econres/notes/feds-notes/who-owns-us-clo-securities-20190719.htm. 
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Notes:  EBITDA = earnings before interest, tax, depreciation and amortization. Covenant = certain credit 
agreements that serve as a measurement of the degree of investor protection. A higher covenant quality index 
score denotes weaker covenant quality. 
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�6�R�P�H���0�H�P�E�H�U�V���R�I���&�R�Q�J�U�H�V�V���K�D�Y�H���D�O�V�R���H�[�S�U�H�V�V�H�G���R�S�S�R�V�L�W�L�R�Q���W�R���)�D�F�H�E�R�R�N�¶�V���/�L�E�U�D���S�U�R�M�H�F�W����
�0�H�P�E�H�U�V���R�I���W�K�H���+�R�X�V�H���)�L�Q�D�Q�F�L�D�O���6�H�U�Y�L�F�H�V���&�R�P�P�L�W�W�H�H���K�D�Y�H���F�L�U�F�X�O�D�W�H�G���D���G�L�V�F�X�V�V�L�R�Q���G�U�D�I�W�����W�K�H���.�H�H�S��
�%�L�J���7�H�F�K���2�X�W���R�I���)�L�Q�D�Q�F�H���$�F�W�����Z�K�L�F�K���Z�R�X�O�G���S�U�H�Y�H�Q�W���F�H�U�W�D�L�Q���O�D�U�J�H���W�H�F�K�Q�R�O�R�J�\���I�L�U�P�V���I�U�R�P���F�U�H�D�W�L�Q�J��
�G�L�J�L�W�D�O���D�V�V�H�W�V���L�Q�W�H�Q�G�H�G���W�R���E�H���X�V�H�G���Z�L�G�H�O�\���D�V���D���P�H�G�L�X�P���R�I���H�[�F�K�D�Q�J�H�����X�Q�L�W���R�I���D�F�F�R�X�Q�W�����R�U���V�W�R�U�H���R�I��
�Y�D�O�X�H��198 

Conclusion 
�7�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���L�V���O�D�U�J�H�����F�R�P�S�O�H�[�����D�Q�G���J�R�Y�H�U�Q�H�G���E�\���D���K�R�V�W���R�I���L�Q�W�H�U�V�H�F�W�L�Q�J���I�H�G�H�U�D�O��
�U�H�J�X�O�D�W�L�R�Q�V���S�U�L�P�D�U�L�O�\���R�Y�H�U�V�H�H�Q���E�\���W�K�H���6�(�&�����7�K�H���L�Q�G�X�V�W�U�\���K�D�V���X�Q�G�H�U�J�R�Q�H���D���Q�X�P�E�H�U���R�I���F�K�D�Q�J�H�V����
�L�Q�F�O�X�G�L�Q�J���L�Q�F�U�H�D�V�H�V���L�Q���L�W�V���V�L�]�H�����F�K�D�Q�J�H�V���L�Q���W�K�H���U�H�O�D�W�L�Y�H���L�P�S�R�U�W�D�Q�F�H���R�I���F�D�S�L�W�D�O���P�D�U�N�H�W�V���D�Q�G���E�D�Q�N�V����
�V�K�L�I�W�V���D�Z�D�\���I�U�R�P���D�F�W�L�Y�H���D�Q�G���W�R�Z�D�U�G���S�D�V�V�L�Y�H���L�Q�Y�H�V�W�P�H�Q�W���P�D�Q�D�J�H�P�H�Q�W�����D�Q�G���L�Q�F�U�H�D�V�H�V���L�Q���W�K�H���Y�R�O�X�P�H��
�R�I���S�U�L�Y�D�W�H���V�H�F�X�U�L�W�L�H�V���R�I�I�H�U�L�Q�J�V�����6�R�P�H���R�I���W�K�H�V�H���W�U�H�Q�G�V���U�D�L�V�H���L�P�S�R�U�W�D�Q�W���S�R�O�L�F�\���L�V�V�X�H�V�����L�Q�F�O�X�G�L�Q�J��
�I�L�Q�D�Q�F�L�D�O���V�W�D�E�L�O�L�W�\�����L�Q�Y�H�V�W�R�U���S�U�R�W�H�F�W�L�R�Q�����D�Q�G���W�K�H���S�U�R�P�R�W�L�R�Q���R�I���I�L�Q�D�Q�F�L�D�O���L�Q�Q�R�Y�D�W�L�R�Q���� 

�$�V���D���J�H�Q�H�U�D�O���P�D�W�W�H�U�����D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���F�R�P�S�D�Q�L�H�V���K�D�Y�H���J�H�Q�H�U�D�W�H�G���I�H�Z�H�U���I�L�Q�D�Q�F�L�D�O���V�W�D�E�L�O�L�W�\��
�F�R�Q�F�H�U�Q�V���W�K�D�Q���V�R�P�H���R�W�K�H�U���I�L�Q�D�Q�F�L�D�O���L�Q�V�W�L�W�X�W�L�R�Q�V�����7�K�L�V���L�V���O�D�U�J�H�O�\���E�H�F�D�X�V�H���D�V�V�H�W���P�D�Q�D�J�H�U�V���J�H�Q�H�U�D�O�O�\��
�D�U�H���D�J�H�Q�W�V���Z�K�R���S�U�R�Y�L�G�H���L�Q�Y�H�V�W�P�H�Q�W���V�H�U�Y�L�F�H�V���U�D�W�K�H�U���W�K�D�Q���S�U�L�Q�F�L�S�D�O�V���Z�K�R���L�Q�Y�H�V�W���I�R�U���W�K�H�L�U���R�Z�Q��
�D�F�F�R�X�Q�W�V�����%�X�W���L�W���G�R�H�V���Q�R�W���P�H�D�Q���W�K�D�W���W�K�H���L�Q�G�X�V�W�U�\���L�V���I�U�H�H���R�I���I�L�Q�D�Q�F�L�D�O���V�W�D�E�L�O�L�W�\���U�L�V�N�V�����6�S�H�F�L�I�L�F��
�V�W�U�X�F�W�X�U�D�O���Y�X�O�Q�H�U�D�E�L�O�L�W�L�H�V�����I�R�U���H�[�D�P�S�O�H�����U�H�G�H�P�S�W�L�R�Q���U�L�V�N���D�Q�G���O�L�T�X�L�G�L�W�\���P�L�V�P�D�W�F�K�����D�P�R�Q�J���R�W�K�H�U��
�Y�X�O�Q�H�U�D�E�L�O�L�W�L�H�V�����F�R�X�O�G���E�H���R�E�V�H�U�Y�H�G���L�Q���W�K�H���F�R�Q�W�H�[�W���R�I���F�H�U�W�D�L�Q���0�0�)�V�����(�7�)�V�����D�Q�G���O�H�Y�H�U�D�J�H�G���O�H�Q�G�L�Q�J����
�E�X�W���W�K�H�L�U���L�P�S�O�L�F�D�W�L�R�Q�V���D�U�H���X�Q�F�H�U�W�D�L�Q���� 

�7�K�H���D�V�V�H�W���P�D�Q�D�J�H�P�H�Q�W���L�Q�G�X�V�W�U�\���L�V���J�R�Y�H�U�Q�H�G���E�\���D���U�D�Q�J�H���R�I���L�Q�Y�H�V�W�R�U���S�U�R�W�H�F�W�L�R�Q���U�X�O�H�V���W�K�D�W���U�D�L�V�H��
�Y�D�U�L�R�X�V���S�R�O�L�F�\���L�V�V�X�H�V�����L�Q�F�O�X�G�L�Q�J���W�K�H���D�S�S�U�R�S�U�L�D�W�H���O�H�Y�H�O���R�I���L�Q�Y�H�V�W�R�U���D�F�F�H�V�V���W�R���F�H�U�W�D�L�Q���W�\�S�H�V���R�I���I�X�Q�G�V����
�I�X�Q�G���G�L�V�F�O�R�V�X�U�H�����D�Q�G���S�U�R�[�\���Y�R�W�L�Q�J�����)�L�Q�D�O�O�\�����W�K�H���Q�H�H�G���W�R���E�D�O�D�Q�F�H���I�L�Q�D�Q�F�L�D�O���L�Q�Q�R�Y�D�W�L�R�Q���Z�L�W�K���L�Q�Y�H�V�W�R�U��
�S�U�R�W�H�F�W�L�R�Q���K�D�V���J�H�Q�H�U�D�W�H�G���D���Q�X�P�E�H�U���R�I���L�P�S�R�U�W�D�Q�W���G�H�E�D�W�H�V���V�X�U�U�R�X�Q�G�L�Q�J���G�L�J�L�W�D�O���D�V�V�H�W���F�X�V�W�R�G�\���D�Q�G���W�K�H��
�H�Q�W�U�\���R�I���W�H�F�K�Q�R�O�R�J�\���I�L�U�P�V���L�Q�W�R���I�L�Q�D�Q�F�L�D�O���V�H�U�Y�L�F�H�V���� 

                                                 
198 �+�R�X�V�H���&�R�P�P�L�W�W�H�H���R�Q���)�L�Q�D�Q�F�L�D�O���6�H�U�Y�L�F�H�V�����³�7�K�H���.�H�H�S���%�L�J���7�H�F�K���2�X�W���R�I���)�L�Q�D�Q�F�H���$�F�W���´���G�L�V�F�X�V�V�L�R�Q���G�U�D�I�W�����D�W��
https://financialservices.house.gov/uploadedfiles/bills-116hr____ih-bigtech.pdf. 
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Appendix. Related CRS Products 
�&�5�6���5�H�S�R�U�W���5���������������&�D�S�L�W�D�O���0�D�U�N�H�W�V�����6�H�F�X�U�L�W�L�H�V���2�I�I�H�U�L�Q�J�V�����D�Q�G���5�H�O�D�W�H�G���3�R�O�L�F�\���,�V�V�X�H�V�����E�\���(�Y�D��
�6�X�� 

�&�5�6���5�H�S�R�U�W���5���������������(�[�F�K�D�Q�J�H���7�U�D�G�H�G���)�X�Q�G�V�����(�7�)�V�������,�V�V�X�H�V���I�R�U���&�R�Q�J�U�H�V�V�����E�\���(�Y�D���6�X���� 

�&�5�6���5�H�S�R�U�W���5���������������-�2�%�6���D�Q�G���,�Q�Y�H�V�W�R�U���&�R�Q�I�L�G�H�Q�F�H���$�F�W�����+�R�X�V�H���$�P�H�Q�G�H�G���6�����������������&�D�S�L�W�D�O��
�0�D�U�N�H�W�V���3�U�R�Y�L�V�L�R�Q�V�����F�R�R�U�G�L�Q�D�W�H�G���E�\���(�Y�D���6�X���� 

�&�5�6���5�H�S�R�U�W���5���������������&�R�V�W�V���R�I���*�R�Y�H�U�Q�P�H�Q�W���,�Q�W�H�U�Y�H�Q�W�L�R�Q�V���L�Q���5�H�V�S�R�Q�V�H���W�R���W�K�H���)�L�Q�D�Q�F�L�D�O���&�U�L�V�L�V�����$��
�5�H�W�U�R�V�S�H�F�W�L�Y�H�����E�\���%�D�L�U�G���:�H�E�H�O���D�Q�G���0�D�U�F���/�D�E�R�Q�W�H�� 

�&�5�6���,�Q���)�R�F�X�V���,�)���������������,�Q�W�U�R�G�X�F�W�L�R�Q���W�R���)�L�Q�D�Q�F�L�D�O���6�H�U�Y�L�F�H�V�����6�\�V�W�H�P�L�F���5�L�V�N�����E�\���0�D�U�F���/�D�E�R�Q�W�H���� 

�&�5�6���,�Q���)�R�F�X�V���,�)���������������,�Q�W�U�R�G�X�F�W�L�R�Q���W�R���)�L�Q�D�Q�F�L�D�O���6�H�U�Y�L�F�H�V�����&�D�S�L�W�D�O���0�D�U�N�H�W�V�����E�\���(�Y�D���6�X�� 

�&�5�6���,�Q���)�R�F�X�V���,�)���������������$�F�F�U�H�G�L�W�H�G���,�Q�Y�H�V�W�R�U���'�H�I�L�Q�L�W�L�R�Q���D�Q�G���3�U�L�Y�D�W�H���6�H�F�X�U�L�W�L�H�V���0�D�U�N�H�W�V�����E�\���(�Y�D��
�6�X�� 

�&�5�6���,�Q���)�R�F�X�V���,�)���������������3�U�L�Y�D�W�H���6�H�F�X�U�L�W�L�H�V���2�I�I�H�U�L�Q�J�V�����%�D�F�N�J�U�R�X�Q�G���D�Q�G���/�H�J�L�V�O�D�W�L�R�Q�����E�\���(�Y�D���6�X���� 

�&�5�6���,�Q���)�R�F�X�V���,�)���������������)�L�Q�D�Q�F�L�D�O���,�Q�Q�R�Y�D�W�L�R�Q�����'�L�J�L�W�D�O���$�V�V�H�W�V���D�Q�G���,�Q�L�W�L�D�O���&�R�L�Q���2�I�I�H�U�L�Q�J�V�����E�\���(�Y�D��
�6�X���� 

�&�5�6���,�Q���)�R�F�X�V���,�)���������������6�(�&���6�H�F�X�U�L�W�L�H�V���'�L�V�F�O�R�V�X�U�H�����%�D�F�N�J�U�R�X�Q�G���D�Q�G���3�R�O�L�F�\���,�V�V�X�H�V�����E�\���(�Y�D���6�X���� 

�&�5�6���,�Q���)�R�F�X�V���,�)���������������0�R�Q�H�\���0�D�U�N�H�W���0�X�W�X�D�O���)�X�Q�G�V�����$���)�L�Q�D�Q�F�L�D�O���6�W�D�E�L�O�L�W�\���&�D�V�H���6�W�X�G�\�����E�\���(�Y�D��
�6�X���� 

 

 

 

 

Author Information 

 

Eva Su 

Analyst in Financial Economics 

    

  



Capital Markets: Asset Management and Related Policy Issues 

 

Congressional Research Service  R45957 · VERSION 6 · NEW 40 

 

 

Disclaimer 

This document was prepared by the Congressional Research Service (CRS). CRS serves as nonpartisan 

shared staff to congressional committees and Members of Congress. It operates solely at the behest of and 

under the direction of Congress. Information in a CRS Report should not be relied upon for purposes other 

than public understanding of information that has been provided by CRS to Members of Congress in 

�F�R�Q�Q�H�F�W�L�R�Q���Z�L�W�K���&�5�6�¶�V���L�Q�V�W�L�W�X�W�L�R�Q�D�O���U�R�O�H�����&�5�6���5�H�S�R�U�W�V�����D�V���D���Z�R�U�N���R�I���W�K�H���8�Q�L�W�H�G���6�W�D�W�H�V���*�R�Y�H�U�Q�P�H�Q�W�����D�U�H���Q�R�W��
subject to copyright protection in the United States. Any CRS Report may be reproduced and distributed in 

its entirety without permission from CRS. However, as a CRS Report may include copyrighted images or 

material from a third party, you may need to obtain the permission of the copyright holder if you wish to 

copy or otherwise use copyrighted material. 

 


